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Q ( 2 FORTY-EIGHTH ANNUAL REPORT — YEAR ENDED APRIL 30, 1947 Ci ( {> 
“d 7a 7? CONSOLIDATED BALANCE SHEET APRIL 30, 1947 7 7 o 
ASSETS : 
PLANT AND PROPERTY ACCOUNT me Note a : . : ; - : x ji : > " ° e . : Fe $ 71,362,859.7) 
Land and Improvements. “ ° ‘ % : . ; ; a . ; . $ 7,187,909.16 
Buildings, Machinery and Equipment ; 5 ; - r $98,746,507.69 P 
Less: Amortization and Reserve for Depreciation ‘ * P " . : 53,467,999.81 : 45 278,507.88 : 
Intangibles ;: ‘ . a : ‘ : ; . : . ‘ : ; ‘ . a ° . 18,896, 442.69 ] 
CURRENT ASSETS - ; : ; 4 F : 5 ; ; ; : : . . “ - : k 73,222,967.7 : 
Cash in banks and on hand 5 : , ‘ ; . . . 3 ; ; $ 7,256,382.97 ] 
. S. Government Bonds and Treasury Tax "Notes sat cost . j ‘ ‘. " 5 . : ‘ ; 4,033,281.26 ( 
(Quoted market value $4,027,625.01) 
Accounts Receivable, less reserve P ‘ . “ 12,879,688.68 , 
Notes Receivable, less reserve (Includes $626, 223.47 maturing subsequent to one year) : ‘ ‘ : 1,102,741.36 fi 
Inventories at cost or less, and not in excess of present market prices. ° < : ; ° A 46,201,178.94 ; 
Marketable Securities, at cost or less ; : . . 7 : A ‘ ‘ . ° . ° 1,749,694.54 
(Quoted market value $2,029,945. 45) oo ae ee 
PREPAID TAXES, INSURANCE, AND LIKE ITEMS 5 ; ° is ° A . : ° e . : ; : ; 980,503.60 : 
MISCELLANEOUS SECURITIES, less reserve : ; ; . ~ - a A 5 ° F . 5 S : ; 107,979.19 ; 
309.6 
Nore 1: Plant and Property of Parent Company included in above valuations were inventoried and valued by Coverdale & Colpitts, Consulting Engi- $145,674.309.6 
neers, as of April 30, 1939, on the basis of values at March 1, 1913, with subsequent additions at cost, except that with re spect to a company 
acquired and liquidated during the previous fiscal year, the assets were taken at appraised values with such appraised values in respect to Plant 
and Property reduced by the excess of equities so valued over cost of the capital etock purchased. Plant and Property of Subsidiary Companies 
are included at cost. 
CAPITAL STOCK LIABILITIES 
Preferred: 
Authorized and issued 300,000 shares—par value $100.00 per share. . ° ° ° e e ° $30,000,000.00 
Less: 10,550 shares of Treasury Stock . . . : : : e e . e e . . 1,055,000.00 $ 28,945,000.0) 
Common: 
Authorized and issued 600,000 shares—no par value. ‘ : . . ° ° . . . ° $30,000,000.00 
Less: 600 shares of Treasury Stock . > . ‘ ‘ ‘ ‘ * ° ° e . ° 30,000.00 29,970,000.) 
CURRENT LIABILITIES a A ‘ . : ; ; . - Ps ° ‘ ‘ . . x ; : . 22,896,351.7} 
Bills Payable—Banks ‘ = . . 5 - 4 ‘ x . 2 ‘ - ° e $ 5,000,000.00 
Accounts Payable and Pay Rolls. ; : : : r ° . : . . ‘ A ° 12,948 534.46 
Provision for Federal, State and Local Taxes : . ; R : $ ‘ ‘ ° e ° 3,400,065.78 
Advance payments received on sales contracts ; , . . fs - . 2 ; m 1,222,751.49 
Sinking Fund requirement due March 31, 1948, under Indenture securing debenture issue of ee Car 
Line Corporation . e 325,000.00 
3% SINKING FUND DEBENTURES OF SHIP P ERS" Cc AR LINE CORP ORATION, - CONSC YL IDATED 
SUBSIDIARY, DUE APRIL 1, 1961 ; » ‘ e ° . : ‘ 4,800,000.0¢ 
MINORITY INTEREST IN CONSOLIDATED SUBSIDIARY ; ‘ . : A . ; ‘ A ° e ° ‘ - 5,593.11 
RESERVE ACCOUNTS ‘ ‘ : ‘ i F ; P ‘i . ° ° F ‘ 14,161,259.99 
For Employees’ Welfare Plan (See Note 2) : : ‘ ; . ‘ ‘ ‘ ; ‘ ‘ J . $ 4,958,726.12 
For Contingencies 4 Fi . 8,466,789.13 
For Dividend on Common ‘Capital Stock, to be paid when and as declared by Board of Directors . a . ° 735,744.74 
CAPITAL SURPLUS, See Statement - . . - . 5 : ‘ . = e e . . . . : 2,949,390.8 
EARNED SURPLUS ACCOUNT, Sce Statement. ; : : ‘; ‘ . ; . . ‘ : : ; : 3 : 41,946,713.9 
es ee $145,674,309.6 
Nore 2: $5,554,278.00 was transferred from surplus to cover provision for employees’ retirement cost applicable to past services against which there has ——— 
been charged for payments the net amount (after tax benefits) of $595,551.88. 
STATEMENT OF re EARNED SURPLUS 
Balance, May 1, 1946 . s 2 : * 5 ; . s . $ 41,045,022.14 
Add: Amount transferred ‘from Reserve for Cc ontin, gencies 2 ‘ > . si A Fy ° . > : F $ 5,104,278.00 
Net Earnings for year ; ; : : 4 ‘ ‘ é : ‘. ‘ . ° < e ° ° 5.176,041.80 10,280,319.8 
= ical 06 
Deduct: Dividends paid during the year on capital stock publicly held, viz 
On Preferred, $3.50 per share from earnings for ye “ ended April 30, 1946 and $3.50 
per share from earnings for year ended April 30, 1947 ‘ , : $ 2,026,150.00 
On Common, $3.00 per share : f : 1,798 ,200.00 ° $ 3,824,350.00 
Amount transferred to Reserve for Baidovecs’ Welfare Plan to cover provision for employees’ retirement cost = j 
applicable to past services. ‘ ‘ : 5 . a . ; : : : : . ° 5.554,278.00 9,378,628 .00 
Balance, April 30, 1947 ‘ ° ° ° ° e ° ‘ ° ° ° ‘ ‘ ; Pp : ° F ; ‘ ‘ $_41,946,713.96 
STATEMENT OF CONSOLIDATED CAPITAL SURPLUS 
Balance, May i, 1946 representing the excess of acquired equities over capital stock costs upon consolidation of 
Shippers’ Car Line Corporation and its subsidiaries. ; 5 ; ‘ ° $ 2,397,719.82 al ‘ 
Add: Adjustment of above through purchase of an additions al nine shares of common stock. . , ‘ ° 70.81 $ 2,397,790.63 
Adjustment of Excess of par value of 10,550 shares Preferred and stated value of 600 shares Common Treasury 
Stock over cost ‘ > ¢ . ‘ : : : A ; ; . : P . . ° ° ° . e 551,600.25 
Balance, April 30, 1947 ° . ° . ; ‘ ‘ . i is " F ‘ P : ‘ ° ° . . ° $__2,949,390.88 
STATEMENT OF CONSOLIDATED INCOME ACCOUNT 
Gross Sales and Car Rentals, less discounts ; : : . : , . $132,820,243.81 ERNEST W. BELL anv COMPANY 
Cost of operations, including Administrative, Selling and General Expense, but before CERTIPIED PUBLIC ACCOUNTANTS 
Depreciation . > ‘ 5 > ° : ‘ . : ‘ 4 -  121,875,967.83 25 Beaver Street, New York 
$ 10,944,275.98 To THE STOCKHOLDERS OP 
Depreciation . J a . 2 J 7 ” a . < ; 2,922,210.46 American Car AND Founpry Company 
2 oo.) 065 5? 30 Cuurcn Street, New York City. 
Earnings from Oper: oe : * : * . . . : : $ 8,022,065.52 We have examined the Consolidated Balance Sheet of :the 
Other Income: American Car and Foundry Company and its subsidiaries 
ividends ° a ° ‘ ° * . - $ 134,096.67 as of April 30, 1947, and the Consolidated Statements of 
Interest . ° . ° ° ° ° ° . ° ° 819,289.73 Income and Surplus for the fiscal year then ended, have 
Royalties . ° ° ° ° e ° ° . ° Fe 33,685.61 reviewed the systems of internal control and the accounting 
Miscellaneous . ° ° ° ° ° ° ° . 19,261.92 1,006,333.93 procedures of the companies, and without making a detailed 
3 9.028,399.45 audit of the transactions, have examined or tested accounting 
. P records of the companies and other supporting evidence, by 
Other Charges: methods and to the extent we deemed appropriate. Our 
Interest . e Ps ° . ° . ° e ° - $ 180,372.95 examination was made in accordance with generally accepted 
Royalties . ° ° ° * ° ° ° ° 347,562.69 auditing standards applicable in the circumstances and in- 
Property Retirements ‘ * ‘ _ ‘ : . , 455,440.22 cluded all procedures which we considered necessary. 
Miscellaneous ‘ . ; ° ° ° ;: 116,434.33 In our opinion, the accompanying Balance Sheet and re- 
Loss on Sale of Securities a ; . * 6,353.31 1,106,163.50 lated Statements of Income and Surplus present fairly the 
Net Earnings before Provision for Federal ‘Sia — ° . . ; : ~ $. 7:922,235.95 consolidated position of the American Car and Foundry 
Deduct—Provision for Federal Income Taxes (See Note) s ; : : : 2,746,194.15 Company and its subsidiaries at April 30, 1947, and the 
‘et Ez a Ss AGN lis 3 3.176.041-80 consolidated results of their operations for the fiscal year, in 
Net Earnings Carried to Surplus : : : . . ‘ : * Bea ae conformity with generally accepted accounting principles ap- 
Nore: Federal taxes are shown before tax benefit of $363,203.55 as a result of charges plied on a basis consistent with that of the preceding year. 
made to the Reserve for Employees’ Welfare Plan. This saving has been credited Ernest W. Bett anp Companr 
to said reserve. July 1, 1947 
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52,859.7) tember 15, 1947 to stock- 
holders of record at the close 
The Ticker Publishing Company is affiliated by common ownership with the of business August 15, 1947. 
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The Board of Directors at a 
meeting held July 15, 1947, 
declared a quarterly divi- 
dend of $1.06%4 per share 
on the $4.25 Cumulative 
Preferred Stock of the com- 
pany, payable August 15, 
1947, to stockholders of rec- 
ord August 1, 1947, 
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DURING THE 19th YEAR of General Mills, total sales were 
$370,932,427, compared with $298,791,766 for the preceding 
year. Earnings reached a new high, amounting to $9,236,214, 
as against $7,146,107 for the previous year. Total dividends 
amounted to $5,933,986, including an extra dividend on the 
common stock. Dividends during the preceding year were 
$4,253,717. May we send you a copy of our illustrated annual 
report? Write to General Mills, Inc., Minneapolis 1, Minn. 
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_ TERMINAL LEAVE BONDS:—A conflict of opinion still 
persists as to the effects of potential cashing in of 
some $1.9 billion of these Federal obligations on or 
after September 1. Judging from the unanimous Con- 
gressional vote that made this move possible, our law 
makers not only considered their action beneficial to 
the millions of Veterans holding the bonds, but tossed 
aside any notion that the result might overly stim- 
' ulate the inflationary spiral. On this latter point many 
' students disagree, however. Soberly viewed, it seems 
undeniable that if all the GIs exercised their privelege 
of converting these five year bonds into cash at the 
same moment and rushed in to spend it on this and 
that, the huge sum involved might tend to push up 
prices a bit for goods in scant supply. It must be real- 
ized, though, that no one Veteran holds more than a 
modest supply of the issue. Hence the chances are 
strong that only those really hard up for cash will 
turn them in promptly at the first opportunity. As 
the bonds draw good interest until maturity, a large 
proportion of their holders probably will retain them 
in their boxes as protection against a rainy day. All 
considered, therefore, critics of the move may be 
exaggerating its impact from the angle of inflation. 
From the viewpoint of Federal finances, this nearly 

2 billion of debt might just as well have been retired 
as any other similar amount of Government obliga- 
tions When these bonds were issued, very proper book- 
keeping standards forced their inclusion upon the 
records as an expense, for they merely represented an 
offset to wages and salaries due. In other words they 
merely deferred payment of current obligations for a 
five year period, or expressed in another way the Gov- 
ernment simply borrowed the money from the bene- 
ficiaries. Since the Treasury seems certain to end its 
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AS BROAD AS BUSINESS ITSELF 


The Trend of Events 


fiscal year with a cash balance of nearly $8 billion, 
ample funds are available to clear up these special 
obligations with no delay. For that matter, the tax- 
payers will have just that much less Federal interest 
charges to shoulder, in proportion to the bonds that 
are turned in. On balance, considering the timely help 
that many veterans will enjoy from a modest inflow 
of individual funds sorely needed, the newly granted 
privileges to cash in the bonds should arouse wide- 
spread public commendation. 


CENSUS REPORTS:—Recent proposals aiming to ap- 
praise the Nation’s population gains at least as often 
as five year intervals seem sound indeed. The long 
continued method of the Census Bureau of taking 
stock only once in a decade has left far too much of 
guesswork as to this highly important Federal under- 
taking. As is perhaps well known, Census taking is 
not merely a matter of counting noses. Rather does 
it involve a comprehensive study of sectional shifts 
in our population, growth in family units, ages of the 
different components, their incomes and occupations. 
To some observers, many of these dry facts might 
seem uninteresting, but alert business men, econ- 
omists and investors discover much of transcendent 
importance in the statistics furnished. Figures indi- 
catig the over-all status of National Income, while of 
course significant to manufacturers and distributors, 
are scarcely more than mere generalities. Genuine 
value really accrues only through a complete and ac- 
curate breakdown of one who gets what and where, 
along with valid indications of current or potential 
shifts in markets. From this latter angle, it is possible 
for alert industrialists to inject a degree of desirable 
flexibility into their program, by pulling in their horns 
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here and expanding there at times. On account of 
changes during war years, forces have come into play 
that radically alter the medium term outlook for large 
areas of the country, and prompt access to the facts 
would be most desirable. Modern managements are so 
well supplied with trained talent to appraise all of 
these trends in the making that the last thing they 
ask for are attempts at interpretations by Federal 
bureaucrats. The only ammunition for planning 
needed to form individual programs consists of de- 
pendable cold statistics. As a matter of fact it would 
be constructive if Census taking could be made every 
year or on acontinuous basis, rather than periodically. 
But probably this would prove impractical in the final 
analysis. With the prospect of more frequent tallies 
than in the past, though, the problem seems nearer 
of solution, and is to be hoped that economy minded 
Congressmen will realize that any extra outlays for 
this additional activity would be fully warranted. 


STATE OF THE NATION .. . President Truman’s 
mid-year report to Congress has justifiably won 
widespread acclaim for the heartening account of 
current economic progress it presents. To realize 
from official sources that within a relatively short 
period after V-J Day, employment has topped the 
60 million mark and that economic activity is now 
measured in terms of $225 billion annually is a 
most gratifying experience to the average reader. 
That the American Way is in its full stride is quite 
evident. Expressed in terms of productivity, the out- 
put from farms and factories, though exaggerated 
by the shrinkage in the 1939 dollar, seems to assure 
an ample supply of goods for our own citizens plus 
an encouraging surplus for the struggling nations 
of Europe. Hence politically the situation is heavily 
weighed with promise, also. On the sobering side of 
the picture, the President quite correctly cites the 
four dangers now threatening as topheavy exports, 
potentially lower crops, shrinkage of domestic de- 
ferred demand and savings-credit problems. Indi- 
vidually or in combination, the aforesaid factors 
assuredly demand immediate and widespread study, 
for unless properly anticipated, our glowing eco- 
nomic status could rapidly undergo a perhaps dis- 
astrous upset. 

All through the reports, and quite properly so, 
the President touches here and there upon the need 
for self restraint as to wages and prices. Here of 
course, while public opinion everywhere recognizes 
the inflationary hazards involved, unanimity as to 
corrective means will be decidely lacking. On this 

_point, Mr. Truman’s running comments savor of the 
academic and impractical, for in line with Admini- 
stration policies ever since the early days of recon- 
version, he continues to place the onus for rising 
prices upon industry, rather than upon continued 
upward wage adjustments. To balance the now dis- 
torted incomes of various labor groups, his only 
remedy seems to be boost those in the lower 
brackets to establish an overall parity. Furthermore 
to preach a gospel that industry should absorb the 


expansion in costs and still announce lower prices, 
leans entirely too heavily upon technology at this 
stage of the struggle. Viewed from this angle, the 
outlook for an eventual crash seems more serious 
than through the four chief dangers Mr. Truman 
has selected for his theme. To suggest that basic 
coal wages can be raised without starting a general 
upswing in the inflationary spiral sounds illusion- 
ary. Prompt action to raise prices by the steel in- 
dustry already has shown the second and inevitable 


step. To hope that the general price rise will stop? 
here is mere wishful thinking. If we are not to price! 


ourselves out of economic stability both at home and 
abroad, it is time that Washington learned the facts 
of life. 


BRITISH CRISIS ... Scarcely a week seems to pass 
without the appearance of a new emergency to har- 
rass the British in their struggle to achieve eco- 
nomic recovery. Of late the rather rapid evaporation 
of proceeds from our $3.75 billion loan is causing 
a lot of worry in London, as well as in other world 
centers, including Washington. The hard pressed 
British have been scraping their cupboards bare in 
their effort to provide exportable surpluses con- 
vertible into American dollars. And now that Egypt 
and some other countries formerly in the sterling 
bloc have left the family, the economic battle for 
survival in-England has been intensified. Scarcities 
of food, clothing and many other common essentials 
have created a happy hunting ground for black mar- 


keteers, and prices are arising steadily at most dis- © 


turbing rate. To offset the inflationary spiral, re- 
sourceful Mr. Bevin and his Labor Government now 
talk of planned controls to check this menace. Just 
what they propose to do, though, still remains a 


mystery. If they take a page from our own experi- 
ence with rigid price controls, they will realize that 
no such plan can work except in theory. Supplies of 
available goods will shrink to the vanishing point in 
the stores, and desperate consumers will have to pay 
through the nose by illicit purchases. But despite 
all such gloomy forecasts, there is a chance that un- 
favorable conditions in the British sphere have been 
exaggerated; for anyone to assume that this intelli- 
gent nation will not eventually succeed in pulling out 
of it hole would be brash. Interestingly enough, it is 
reported that in the recent Russian auction of furs, 
English buyers ran second to those from the United 
States in the amounts purchased, and prices paid 
were higher than expected. This would indicate a 
more satisfactory amount of purchasing power in 
the British Isles than many might suspect, probably 
as a result of current scarcities in many lines, In 
this event, surplus savings over there may be si- 
phoned off in some manner to enhance potentials for 
more essential imports than luxuries like furs. While 
in the long run, the Socialistic Government in Britain 
may be proved impractical, the chances are that it 
has still has many cards up its sleeve that may defer 
the final day of reckoning. 
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As g See GL | By CHARLES BENEDICT 


CHOOSING THE BEST WAY 


_ is the main factor in French demands for 
limiting German industrialization and production— 
fear of aggression. And yet, objective thinking would 
lead to a sounder decision if France, unmindful of 
communist pressure, weighed the prospects of a Ruhr 
aligned with the West as compared to Russian dom- 
ination under a French communist state which would 
be bound to result if the western bloc failed to ma- 
terialize. Already weak, the present government 
could hardly survive the subversive activities of the 
powerful leftist faction if 
they continue to try to be 
all thing's to all men. Cer- 
tainly France would have 
less to fear from a re- 
vitalized German state 
collaborating with the 
west than from a Russian 
controlled communist 


der. 

The demand for indus- 
trializing France as an al- 
ternative is highly un- 
realistic. In the first place 
to do this would be a co- 
lossal job and a very cost- 
ly one at current world 
prices as France has 
never been a highly in- 
dustrialized nation. In the 
second place, there are 
only a limited number of 
Frenchmen able to handle 
affairs on the vast scale 
called for in this under- 
taking. In the third place, 
the French plan for na- 
tionalization would throw 
such a program into the 
hands of politicians and 
bureaucrats who through 
a combination of inexpe- 
inefficiency 
would cause the intermin- 
able delays which have al- 
ways been inherent in the French system. This would 
give the left wing the opportunity to sabotage the 
various efforts so that the whole thing would be in a 
hopeless mess with Russia the only victor, in which 
case the people of France would lose their freedom 
and come under the tyrannical yoke of the Soviet 
system. 

While we can aim for complete realization of the 
Marshall program, we can only hope for a substantial 
compromise, as unfortunately, logical and common 
sense action is at a premium in this world staggering 
under the pressure of conflicting interests. The real- 
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“IMPERIALIST” 





Russell in the Los Angeles Times 


ism of the Marshall plan for the first time offers the 
distracted people of Europe the opportunity to estab- 
lish an economically united Europe. It is sincerely to 
be hoped that advantage will be taken of this con- 
structive effort by the various countries in a position 
to act of their own free will. In fact, it is the only way 
by which Europe can stem the tide of poverty and 
degradation which is bound to sweep over the whole 
continent if Russia has her way. 

Apparently the Soviet government is seeking to 
dominate not only a 
reorganization of the na- 
tions that formerly con- 
stituted the Austro- Hun- 
garian empire, but to 
attach the rest of the con- 
tinent as well. The west is 
moving to prevent this 
from happening and the 
Marshall plan is the only 
way to prevent Europe 
from being overwhelmed. 

The population of the 
countries in the Western 
bloc, while not as great as 
that in the combined Rus- 
sian sphere, contains the 
best economic, financial 
and managerial brains as 
well as the most highly 
skilled artisans in Eu- 
rope—plus the greatest 
industrialization. That is 
what will count in this 
plan to unite, rehabilitate 
and expand the economies 
of these war-shattered 
peoples. 

There is no question 
that both the British and 
French leaders appreciate 
this advantage. However, 
under pressure from var- 
ious factions we can ex- 
pect the usual unpleasant 
bargaining and alarms 
which have always been a part of European politics. 

Even though at times the situation may seem criti- 
cal, it is my belief a solution will be found to prevent 
utter collapse, for otherwise it is clearly evident 
practical assistance would be very difficult to render. 

So much for Europe. And now let us turn to the 
East where China is struggling in the last throes of a 
conflict that will decide the issue as to whether that 
nation will lose its place as an entity in the world to 
come. Torn between the nationalists and the com- 
munists, the people see very little choice. Much as 
they fear communism, they (Please turn to page 514) 
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Major Turning Point? 


There is nothing in the market’s technical 
action so far to suggest a termination of the 
upward trend. Sentiment on business, prices 
and profits has been further strengthened. 


By A. T. 


- the technical evidence there is not yet 
any suggestion of waning vigor in the market’s 


rise. There was a resumption of general strength | 


last week following less than a week of consolida- 
tion during which the maximum recession in indus- 
trials was slight, and rails and utilities held firm 
near previous recovery highs on the move from the 
May lows. Among investors and traders there con- 
tinues to be more interest in the buying side than 
in selling. This is shown by expansion of volume 
on rising prices, contraction on recessions or pauses. 
It is also shown by our Support Indicator’s addi- 
tional widening of the margin of demand over sup- 
ply. When and at what level the balance will shift 
again is impossible to predict. In short, by all of the 
usual signs, the trend is presumptively upward. 
The Dow-Jones industrial average, limited to an 
overly small number of big-name stocks, has reached 
new high ground for the year. Chief technical in- 
terest centers in the rails, which have been setting 


However, it is still an open question whether 


this is a sustained bull market. Maintain 


about 25% reserves in average investment 


accounts, as advised a fortnight ago. 


MILLER 


the pace recently but are still materialy under their 
February high. For a clear-cut topping of it, they 
need a further rise of about 4%. It should be noted 
that all “quality” indexes, including the Dow indus- 
trials, tend to overstate the general recovery. Al- 
though speculative confidence is higher than in a 
long time, our index (weekly) of 100 low-price 
stocks is still 23.4 points under its best February 
level, while the composite index of 304 stocks has 
10.5 points to go if it is to match its previous high 
for 1947. All indexes, of course, are much under the 
1946 bull-market highs. 


Is It A Bull Market? 


on the question: Is it a new bull market? We have 
no hesitation in saying that we do not know whether 
it is or is not. We also have no hesitation in stating 
that those who proclaim it to be a bull market—in 

some instances are even setting spe- 
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cific “objectives,” like 225 in the Dow 


soon be a Dow-Theory “bull-market 
signal’ provided by a new high in the 
rail average. It would end the question 
in many minds, leave it open in others, 
including ours. Some such “signals” in 
the past have proved important, others 
pretty much abortive in that they 
were not followed by more than small- 
to-moderate further advance in prices. 

All averages or indexes move in the 
same direction; but over the years the 
Dow industrial average has tended to 
become increasingly faulty if taken as 
a measure of the general market price 
level. It greatly understated the scope 


200 of the 1942-1946 rise, and the scope of 
190 the 1946-1947 decline. Assuming a 
180 “Dow-Theory bull market,” it began 
170 (in the Dow industrials) last October 

9 after a bear market of less than five 
~ months duration. According to prac- 
150 tically all other indexes, however, in- 
140 cluding those of this publication, the 
130 decline ran nearly a year and ended (if 


ile it has ended) in May. We have to say 
18 that the performance between October 
9, 1946, and May 17, 1947, looked like 
no bull market that we ever saw or 
heard of. Over that period our com- 
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posite weekly index had a 
net decline of about 21 
points or over 16%. 

If this is a new bull 
market, then, it began in 
May, according to our in- 
dexes (including even the 
index of 100 _ high-price 
stocks) and all other com- 
posite price measures in gen- 
eral use, excepting the Dow 
industrial average. That is it 
a bull market, therefore, can 
only be an unprovable as- 
sumption for quite a time to 
come, in terms of these in- 
dexes. From this point of 
view, the manner in which 
the market behaves on the 
next important reaction-test 
(one of at least several 
weeks’ duration and of more 
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throw more light on the bull- 
market question than the 
present advance can. Because 
of that, because we have 
previously recommended all 
the buying we deem prudent, 
and because a Dow-Theory 
bull signal, if it comes, may 
well coincide with at least a 
temporary “blow-off,” pre- 
liminary to more or less re- 
action, we recommended that 
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sash reserves of about 25% 
in average investor situa. 


tions be held intact. 

Regarding the economic 
outlook, there would seem to 
be only two possibilities, 
broadly speaking. The first 
is that we get a recession 
and a stabilization of prices, 
followed by a secondary 
postwar boom. This general pattern of the 1920’s— 
at least something roughly like it—is what many 
economists had expected. It could still happen, but 
with the correction deferred considerably beyond 
earlier expectations and with another round of price- 
wage increases meanwhile added to the maladjust- 
ment. The second possibility is that we might have 
just one postwar boom, the present one, featuring 
everything: price inflation, inventory expansion, 
huge exports, consumers’ catching-up demands and 
colossal business investment in new plant and equip- 
ment. If that is the pattern, the end result, of 
course, will be a major depression. 


MILLION 
SHARES 





The Question Of Earnings 


Either way, the matter of corporate earnings and 
the market capitalization thereof is probably the 
key investment question and an exceedingly diffi- 
cult one to come to grips with, since price-earnings 
ratios depend entirely on “confidence,” than which 
nothing is more intangible. The second quarter’s 
earnings, while mixed, very likely will prove to have 
been somewhat under the first quarter, in the aggre- 
gate. However, prices have since turned up again, 
always an aid to profits; and should the pace of the 
first half year continue, total 1947 earnings would 
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be in the vicinity of $17 billion (projecting Depart- 
ment of Commerce first half estimates), well over 
double those of 1929 and around 40% more than 
1946 profits. 


Uptrend In Profits Unlikely 


On the one hand, stocks look quite reasonably 
priced in relation to such large earnings, although 
somewhat less so in relation to highly conservative 
dividends. On the other hand, it seems out of the 
question that there can be an uptrend in profits 
from so high a level. They are spectacular enough 
to invite attack from every side: from labor unions, 
politicians, competition. It might be added that a 
sustained bull market, starting in this kind of profit 
environment, would be the first such in all history. 

There has been a big improvement in investment 
and speculative confidence, and it may have visible 
ammunition to feed on for some time; but to pro- 
ject this in terms of prices is impossible. A seem- 
ingly small difference in price-earnings ratios can 
be decisive. For example, at 13 times estimated 
1947 earnings, the Dow industrial average would go 
above 220; at 12 times, to 204; at 11 times, it is 
about high enough now. —Monday, July 28. 
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New Vistas 
for 
AMERICA 
ENTERPRIDB 


By WARD GATES 





SJ he high level of business activity 
established during the first half year 
and continuing in the third quarter has 
both clarified and brightened the out- 
look for the remainder of 1947 and early 
1948. Prophets of gloom among govern- 
ment and private economists, who a year ago boldly 
predicted by mid-1947 a business depression and 
large unemployment have been properly discredited, 
while those who forecast either a collapse or else a 
rapid inflation of prices have been equally wrong. 

During seven eventful months following the “tran- 
sition” year 1946, practically all industries have un- 
dergone swift and numerous changes; in many lines 
the supply-demand situation has turned about al- 
most completely. For the national economy as a 
whole, however, these manifold changes have tended 
to offset one another, so that the overall totals have 
set new peacetime records of prosperity. In a word, 
we are having ‘“Readjustment’—not “Depression.” 

A realistic appraisal of conditions at this time 
calls for a separation of these conflicting cross-cur- 
rents from the basic trends, of which ten might be 
examined as outstanding today. These include such 
fundamental and interrelated factors as population 
growth, agriculture, industrial production, building 
construction, the major trade and service industries, 
employment, export trade, commodity prices, credit, 
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and—reflecting all the others—national income. 
A survey of these basic factors should afford 


business men and investors some guidance in judg- 7 


ing the outlook generally and in specific industries, 
as well as measuring the current struggle of infla- 
tion vs. depression, and interpreting the gyrations 


of free prices under increasingly keen competition. | 


These changing forces are affecting business enter- 
prises of every type and none is immune, whether an 
industrial giant sometimes fancied as constituting 
a “monopoly,” or a war-expanded company seeking 
new products and markets, or a G.I. proprietor of a 
small retail store. In the history of American busi- 





ness, the prevailing conditions have changed con- | 


stantly (sometimes, as at present, more quickly than 
others) and the test of survival has been the ability 


of a business to recognize and meet these changes. | 


Population Growth 1929-1939-1947 


Population growth has a prime bearing upon all 


the other factors. On May 31, 1947, population of | 
the Continental U. S. was estimated by the Census | 
Bureau at 143,829,000. This represents an increase | 


of approximately 13,000,000 or 10% over that of | 





mid-1939, and 22,000,000 or 18% over 1929. A popu- | 
lation of 150,000,000 is forecast by 1955. é 
If this simple item of the country’s growth is not | 


taken into account, comparative statistics on national | 


production, income, and other totals have little sig- | 


nificance. 
_ Population growth must be considered also in | 
judging consumer demand for housing and all types 


of goods and service. For example, electric house- | 


hold appliances (radios, refrigerators, vacuum 
cleaners, washing machines, toasters, irons, etc.) are 
becoming available in rapidly increasing supply, and 
the number of dealers has been greatly increased, 
not only by new firms in every section of the country 
but also by older-established merchants adding such 
lines. Inventories are becoming large, yet can they 
be viewed as excessive in view of the fact that prac- 
tically every one of the millions of new housing 
units being built will require its full set of such ap- 
liances ? 
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Some appliance manufacturers are still booked a 
year or more ahead on new orders. Many types of 
household furniture are almost as scarce as during 
the war. Some manufacturers of high-quality lawn 
mowers, production of which was suspended com- 
pletely during the war and has since been restricted 
by strikes and steel shortages, believe that it will 
be several years before they can catch up with the 
deferred demand. With power mowers and hedge 
clippers the situation is even worse, due to tre- 
mendous demand from home owners who formerly 
employed cheap and part-time labor to cut their 
grass but now are unwilling or unable to pay $1.00 
and upwards per hour for such work, in view of 
the pressure of living costs and income taxes upon 
their family budgets. 


Farm Income 25% Above 1946 


Farm income thus far in 1947 has been running 
at a rate 25% above 1946, whereas Department of 
Agriculture experts had predicted for the full year 
a decline of 5-10%. The wheat crop (winter and 
spring) is expected to exceed by 22% the previous 
record crop last year, and the prevailing price around 
$2.50 per bushel compares with an OPA ceiling on 
June 30, 1946 of $1.97 and and a 1932 depression 
low of $0.45. 

Crops of corn and other feed grains will probably 
be somewhat lower than last year, principally as a 
result of the late spring planting weather, although 
a secondary influence has been the serious floods in 
the Midwest. Hog and beef supplies are large but, 
due to continued heavy domestic demand plus ex- 
ports to Europe, prices have held firm around 50% 
over OPA ceilings and only moderately below the all- 
time peaks. Dairy products are in a similar strong 
position, and government price support for eggs is 
being withdrawn because of the prevailing high 
price. Cotton is off to a good start, and the end-of- 
season carryover will be unusually small, due to 
record consumption and exports. 

Altogether, American agriculture approaches the 
1947 harvest season in the most prosperous condi- 
tion ever known. Higher prices realized on the sale 
of farm products since OPA have more than off- 
set the increases in prices of goods purchased by 
farmers. There has been no appreciable expansion 
in the labor force engaged in farming; apparently 
most of the workers who left during the war have 
found employment in other lines. Productivity per 
farm worker has, at the same time, been improved 
by receipts of new and improved agricultural ma- 
chinery. 

While it is not expected that farm income for the 
remainder of 1947 will continue to show the 25% 
gain registered thus far, it will nevertheless be well 
maintained, and this in turn will be a strong sup- 
porting element in the general business situation 
for a considerable time ahead. 


Industrial Production and Mining High 


Industrial production and mining are holding, de- 
spite a number of serious but short strikes, at a 
high level, as shown in the accompanying chart. 
Perhaps the most striking feature of the national total 
of production, as reflected in composite indexes, is 
the manner in which sweeping movements this year 
in different industries have offset one another. 
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Curtailments, for example, in many of the con- 
sumer goods industries such as textiles and apparel, 
rubber tires, and some food products, have been 
neutralized in the overall picture by further expan- 
sion in consumer durable goods, as reconversion 
problems were solved and as more materials and 
better trained labor became available. Meanwhile 
iron and steel, the most basic industry of all, con- 
tinues operating (except for short strike interrup- 
tions) at a rate well above 90% of its enlarged 
capacity, which means output near the highest ever 
reached. Steel mills which a few months ago feared 
that the second half year would bring a sharp fall- 
ing off in orders, due to customers having over- 
estimated their postwar sales volume and accumu- 
lated excessive inventories, now plan to run prac- 
tically full blast—7,000,000 tons per month. 

In spite of high steel production, the automobile in- 
dustry, usually the No. 1 consumer, has been forced 
to curtail repeatedly because of the shortage of steel, 
particularly sheets, and is having difficulty in ex- 
ceeding or even meeting its goal of 100,000 per week. 
Nevertheless, since January 1 the industry has 
turned out more than 2,500,000 cars and trucks, of 
which General Motors accounted for about 41%, and 
Chrysler and Ford each about 21%. Third quarter 








INDUSTRIAL PRODUCTION 


reached higher level in 1947 with slight decline in the 
second quarter of 1947. 

PERCENT 1935-39 = 100, SEASONALLY ADJUSTED PERCENT 
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Durable goods production, well above 1946, slipped 
in the second quarter of 1947, Nondurables, up less 
from 1946, also declined. 
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CONSUMER INCOME, SPENDING & SAVING 


Consumer expenditures rose more than consumer income in 
the first half of 1947. 
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Wartime Expansion in Aircraft and Parts 
Manufacturing Companies May Bring Increased 
Competition as They Turn to new Products 
to Utilize Capacity | 
(Sales in Millions of Dollars) | 
Year 1939 1944 1946 | 
Avco Mfg. (Aviation Corp.) _............... 11/30 $ 3 $61 $26 | 
Beech Aircratt Corp...._.___........ 9/30 I 90 24 | 
Bel Aircraft Corp......... 2731 1 318 14 | 
Bendix Aviation Corp. 9/30 42 870 106 | 
Boeing Airplane Co... 12/31 12 608 17 
Brewster Aeronautical Corp... 12/31 I ({  __—_— 
Consolidated Vultee Aircraft Corp... 11/30 5 960 14) 
Curtiss-Wright Corp. _... - 12/31 49 1,717 ry 
Douglas Aircraft Co... Remeber 17/1) 28 «1,061 108 
Grumann Aircraft Eng. Corp. 273i 4 324 38 
Lockheed Aircraft Corp. . 12731 35 603 114 
Glenn L. Martin Co......... . 12/31 24 533 38 
North American Aviation, Inc.......... 9/30 28 718 56 | 
Northrup Aircraft, Inc... 7/31 3 88 26 | 
Republic Aviation Corp... 12/31 | 370 30 | 
Rohr Aircraft Corp... a. EST 77 seer | 
United Aircraft Corp......... . 12731 52 746 121 
Total 17 Companies............ $286 $9,217 $831 | 











output is estimated at 8% above the second quarter 
and 30% above last year. 


New Wage Increases 


There is wide difference of opinion as to the ef- 
fect of the recent wage increases upon operating 
costs in the manufacturing and other industries, and 
its ultimate effect upon consumer buying if further 
increases in finished goods prices become necessary. 
In coal particularly, the increase recently granted 
has provoked sharp controversy as to whether or not 
it can be absorbed (with the benefits of uninter- 
















































Civilion employment has been maintained at record 

levels --- 
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rupted operation) by the mining companies or must 
be passed on. While the debate rages, however, coal 
companies have promptly advanced their selling 
prices, railroads have petitioned for another boost _n 


freight rates, steel companies apparently plan to : 
mark up finished goods prices, and thus the orig- | 


inal rise is going around an inflationary spiral. 
Business sentiment as to the general price out- 
look now seems to be changing from one of extreme 
caution, with curtailment of buying in order to 
check the rapid rise in inventories and to shorten 
commitments against a price drop, to one of accept- 
ing reluctantly a permanently higher price level. 


Instead of waiting further for price declines, pur- : 


chasing policies are tending to selective but immed- 
iate buying of reasonable requirements. 

This position is forced by the substantial rise that 
has already occurred in labor costs, and the ines- 
capable conclusion that a corresponding rise in fin- 
ished prices will be necessary. Although the public 
likes high incomes, but not high prices, the two al- 
ways go together. There will be, of course, exceptions 
in special situations where producers or distributors 
become involved financially and are forced to liqui- 
date at bargain prices. 


New Building Not Collapsed 


In building construction, the picture is a repeti- 
tion of that in manufacturing—with confusing cross- 
currents, and so much complaint as to high labor and 
material costs, also union disputes, that one might 
believe new construction to be hopeless under pres- 
ent conditions. Actually, new building has by no 
means collapsed; on the contrary, it is continuing at 
a very high level, practically at the maximum ca- 
pacity of the enlarged supply of materials and labor 
now available. This is proven by the overall figures 
on construction compiled jointly by the Departments 
of Labor and Commerce. Building contract awards 
reported by Dodge Service averaged $626 million 
per month for the first half (Please turn to page 514) 
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M INVESTMENT OR 
SPECULATION 


By 


EDWIN A. BARNES 


Artter about a half century of 
incubation, television seems to be 
hatching out into a new contender 
for industrial fame. But for inter- 
ruption by the advent of World War 
II, public acceptance of television 
service undoubtedly would have 
been far advanced by now, for by 
1940 progress had been made by 
initial broadcasters and makers of 
receiving sets to furnish the essentials on a limited 
scale. During previous decades, the public imagina- 
tion had been fired by fits and starts at the thought 
of sitting in a home armchair to watch and hear all 
the various miracles provided by the movie houses, 
plus action and sound from original sources at the 
moment of creation, rather than from the artificial 
limits of a film. But though in theory and practice 
these advantages had long been possible, to supply 
them on a widespread scale with potential profit to 
the producers and at a cost low enough to attract 
users created seemingly insuperable problems. 
Hence progress in the art lagged dismally while 
radio and moving pictures raced ahead to new 
standards of perfection. At long last, though, these 
formerly dominant competitors of television may 
have to look to their laurels, for the newcomer’s 
prospects have suddenly. become bright. 

As matters look now, it was indubitably fortunate 
that the outbreak of hostilities stopped the progress 





Photo by R.C.A. 
Large screen television receivers are being developed by 
various makers as they are highly popular for home use 
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New super-sensitive television camera made by RCA Victor gives greater 
perception and clarity under imperfect lighting, widening television coverage 


of television dead in its tracks as far as establish- 
ment of facilities and sales of sets were concerned. 
Otherwise huge sums of money might have been 
wasted at all levels. Due to the amazing stimulation 
of science during war years, strides have been made 
to develop new methods of telecasting, new applica- 
tions for electronics, new tubes and new means of 
reception. In this over-all advance by technicians, 
many of the largest industrial concerns in the nation 
have participated and combined. As a result, huge 
sums of capital are available to expand the facilities 
for broadcasting, and a long list of experienced set 
makers have entered the market with their wares. 
Hence it may not prove unduly long before usage 
of television justifies the immense capital risks 
essential for its early promotion, though in some 
quarters a lot of money may go over the dam in the 
process, and at best a large stock of patience will be 
required before profits could become substantial. 
tight at the start, competition is bound to be wide- 
spread, with plenty of financial ammunition to back 
it up, too. 

While the present high level of national income 
is an auspicious factor to stimulate purchase of tele- 
vision sets with a present price range from $275 to 
more than $2000, as shown by reported sales of 
some 50,000 sets already, and enthusiastic estimates 
of around 400,000 for the full 1947 year, compared 
with sales of lower priced radios, nothing approach- 
ing real mass production is yet in sight. Hopes of 
the set manufacturers are buoyed by surveys, such 
as one reported by Sylvania Electric Products, in- 
dicating that more than 9 million American families 
are seriously considering the purchase of home tele- 
vision sets. In the final analysis, though, it would 
seem that until prices can be substantially lowered 
as a result of much enlarged output, any such esti- 
mates would fall far short of realization. As hap- 
pened in the radio field, first blush enthusiasm over 
expensive cabinet sets will probably be tempered 
when smaller and less costly items come into the 
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market, as undoubtedly will prove to be the case 
with television. : 

From the angle of caution, it must be realized 
that the art of television is far more complicated 
than that of radio, not only at the primary source 
but in transmission and reception as well. Home 
sets, for example, willbe nearly ten times as com- 
plicated as the ordinary radio, thus creating serious 
servicing problems. To properly train an army of 
local technicians throughout the country in the in- 
volved mechanisms of numerous differently con- 
structed sets will require a long time. Meanwhile, to 
repair and properly condition television sets is likely 
to bring headaches to manufacturers and customers 
on quite a scale, except perhaps in a few large 
centers. And in addition to needs for keeping home 
equipment in good operating order is the fact that 
proper antennae are required to achieve reception. 
Owners of apartment houses, for example, must be 
persuaded to install the special kind of antenna 
required by their tenants. Finally, due to variations 
in the construction of sets made by different manu- 


facturers, functional troubles will probably arise in 
attempting to produce clear pictures upon the home 
screens. In part this may be caused by variations in 
wave transmission by local telecasters. While as 
time passes, enhanced standardization of equip- 
ment and better education of servicers should elimi- 
nate many current handicaps, several years may 
have to elapse before the way is well cleared for 
widespread and satisfactory utilization of television. 
A good many “bugs” remain to be eliminated in 
this new industry, although given time their exit 
seems certain. Among leaders now offering tele- 
vision sets, Radio Corporation of America, General 
Electric, U. S. Television, Farnsworth, and Allen B. 
Du Mont are pushing sales of this equipment. And 
hard on their heels are Philco, Crosley, Emerson, 
Stewart Warner, Motorola (fomerly Galvin), Rem- 
ington Rand and a good many other experienced 
manufacturers. With such an array of set suppliers, 
it won’t be long before the public can discover for 
itself the advantages and handicaps of television in 
reality rather than in dream form as hitherto. 
(Please turn to page 512) 











Earnings and Dividend Record of Companies in the Television Field 











Net Per Common Share 
1942-45 1946 
Avge. Fiscal Yr. 


1947 
Interim 


1938-41 
Avge. 


Current 
12 Months 
Dividend Price Range 


Price- 
Div. Earnings 


Yield Ratio 


1946-7 Recent 


Price COMMENTS 





$2.41 $6.85 $ .37 $1.36 Mrd 


Bendix Aviation... 


$2.00 58 -28 $35 


94.5 Activity in television a minor 
factor with this broadly diversi- 
fied concern. Sales of automo- 
bile parts expanding. Dividend 
seems secure. 


5.7% 





Col. Brdestg. Sys. “A”... 2.68 3.37 87 Mr3 


2.50 47 -225% 30 8.3 8.9 Volume and earnings holding 
favorably compared with last 
year. Developments in color 
television enhance prospects. 


Dividend amply earned. 





DuMont Laboratories “A”. def.48 39 = «©def.72 


Nil 1534- 434 7 cere ..  Sizable backlog orders for tele- 
vision sets may enhance pros- 
pects for emerging from deficit 
status of 1946. But no immediate 


dividend likely. 





Emerson Radio & Phono... 1.33 1.74 3.35 2.83 \a) 


re 37/o-| 19 9.5 5.7 Doing record business in radio 
80 437-13 sets and should benefit broadly 
from television. Net earnings 
cover current dividend rate by 
large margin. 





Farnsworth Tel. & Radio... def.20 56 29° def.26 (e): Ap 


20 years research in television 
may soon count. Large wartime 
sales of radio equipment bol- 
stered working capital. No divi- 
dends paid yet. 


Nil 1934- 4% ; area ee 





General Electric... «1.59 1.82 1.49 1.32 Jeb 


1.60 52 .32 38 4.2 Impregnable financial status, 
technical experience and re- 
search enhance outlook for 
progress in television division. 
Dividend stable. 





Motorola (¢) on necncnnenes ts 94 1.65 82 1.72 Myé 


Enjoys good earnings record as 
assembler of various radio sets 
and equipment, indicating effi- 
cient cost controls. Should bene- 
fit from television. Dividend safe. 


45 225%4- 844 13 3.4 15.9 





Philco 1.17 2.13 1.10 Mr3 





1.35 47 Plans aggressive entry into tele- 
vision field. New plant in oper- 
ation. Diversified output tends 
to stabilize earnings and pro- 
tect dividend. 


-20/g 30 45 14.0 





Radio Corp. of America...... 39 5 56 .28 Mr3 


.20 19 - 7 MW. 2.1 17.0 


Outstanding factor in develop- 
ment of television, including re- 
search, manufacture and tele- 
—- Dividend rate conserva- 
ive. 





Remington Rand... 1.46 7.12 Mr 


4-24! n i Broad product diversification 
1.40(b) 50'/4-241/4 35 “se 49 has stabilized earnings and 
dividends impressively. Entry 


into television not too significant. 





Stromberg Carlson... 58 \ 5 


Long experience in radio and 
telephone equipment provides 
good background for near term 
sales of television sets. Liberal 
dividend payer. 


15 29-11, 13 5.7 5.1 





Westinghouse Electric... 1.43 1.75 65 81 Mr3 


As oldest concern in electrical 
equipment field, is certain to 
benefit from growth of televi- 
sion. Dividend status stable. 


1.00 39%4-21¥%8 30 3.3 462 





Zenith Radio._...._.__._s--«1.90 def.34 1.21 Ap 


1.00 4254-14!/4 23 4.3 Important factor in radio field, 
planning extension into televi- 
sion. Earnings record variable 


but current dividend well secured. 


19.0 





(a)—For 26 weeks ended May 3. 
(b)—Plus 5% Stock. 
(c)—Formerly Galvin Mfg. 


(e)-—Estimate. 








Mr—For Fiscal Year ended March 31, 1947. 
Ap—For Fiscal Year ended April 30, 1947. 
Mr3—For 3 months ended March 31. 


Mr6é—For 6 months ended March 31. 
Je6—For 6 months ended June 30. 
My6—For 6 months ended May 30. 
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On the other hand, among 
current liabilities notes payable 
to banks increased from $874 
million to $1,539 million, other 
trade notes and accounts pay- 
able (exclusive of amounts ow- 
ing to U. S. Government) in- 
creased from $1,950 million to 
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By WILLIAM A. HOWELL 


Wi«n American industry planning to spend some 
$14 billion this year for plant and equipment, as 
compared with $12 billion in 1946 and only $5 billion 
in prewar 1939, it is evident that a record amount 
of new financing lies ahead—new bond issues and 
additional stock offerings—to pay for all this. 

Available working capital in the hands of business 
organizations is woefully inadequate for taking care 
of capital outlays of the amounts planned. In fact, 
there is a widespread misconception about balance 
sheet strength in industry. 

It is true that current assets of American corpora- 
tions are up sharply from prewar levels—at the end 
of 1946 current assets of 1,246 registered corpora- 
tions totaled $37,524 million against $18,076 million 
at the end of 1939—but what often is overlooked is 
the fact that current liabilities have risen sharply 
also—the increase from 1939 to 1946 for the 1,246 
companies has been from $5,626 million to $13,654 
million. The percentage rise in current liabilities has 
been even sharper than in current assets. 

Much of the increase in current assets has been 
in value of inventories, which rose from $7,067 mil- 
lion in 1939 to $14,439 million at the end of 1946. 
Inasmuch as inventories, in point of volume, were 
“subnormal” at end of 1946 and around normal at 
end of 1939, it is evident that the increase in dollar 
value reflected the sharp gain in prices since the 
beginning of the war—an increase that could quickly 
evaporate if prices should start down again. 
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o0' 
SSS come taxes accrued advanced to 
$3,559 million from $661 mil- 
lion. Unlike inflated inventory 
values, it will be noted, value 
of amounts owing to banks and 
others are relatively fixed, 
would not drop in event price 
deflation sets in. Also, in the 
case of taxes owing, no decline 
in tax rates is in sight during 
the next year. 


War Plants Must Equip for 
New Products 


In addition, it is important to 
bear in mind that much of the 
improvement in cash position, 
in the figures for 1,246 com- 
oO . . 

SSS panies, was _ contributed by 
SS SSS companies which were engaged 
SSSsossessx in war production. In many 
ss cases, such companies are faced 
with greater plant capacity 
than needed to provide for civil- 
ian requirements. Their cash 
assets will be required to equip 
themselves for new types of 
products and carry them through a period of de- 
clining earnings that may lie ahead. 

For instance, 24 aircraft and aircraft equipment 
companies increased net working capital, between 
1939 and 1946, from $75 million to $577 million. 
Some 42 companies making electrical supplies and 
equipment increased working capital from $392 mil- 
lion to $927 million. In the non-ferrous metal indus- 
try, 33 companies increased working capital from 
$513 million to $942 million. Among producers of 
chemicals and allied products, the increase for 65 
companies was from $869 million to $1,579 million. 
In transportation, the increase for 78 railroads was 
from $368 million to $1,807 million. 

Construction activities in some industries was at 
a standstill, or rigidly restricted, throughout the war 
period. Increase in working capital represented funds 
accumulated in depreciation and other reserve ac- 
counts, for replacements and normal expansio.1, and 
unspent. Inasmuch as building costs today are sev- 
eral times what they were before the war, amounts 
set aside are entirely inadequate to take care of ur- 
gent construction and replacement needs, particu- 
larly as taxes have been cutting into the funds. 

The way it has worked out has been that, under 
standard accounting practices and tax laws, “orig- 
inal cost” has been employed as the base value from 
which depreciation ordinarily is calculated, and such 
reserves obviously are now too low, with present 
prices. “Under-depreciation” of United States cor- 
porations in 1947 alone will run to about $1.5 billion. 
In effect, corporations are reporting as profits $1.5 
billion that should be considered as normal and legit- 
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imate cost. The government cuts in, by imposing 
taxes on this illusory profit. The tax alone for 1947 
on this “profit” totals $600 million. 


Utilities Must Raise Funds For New Plant 


An instance of an industry, which must raise large 
amounts of money to pay for needed plant construc- 
tion work and equipment, is the electric and gas 
utility industry. Between 1939 and 1946, when very 
little could be spent on capital outlays, 54 public 
utility systems increased total working capital from 
$396 million to $669 million, but this increase was 
entirely inadequate for present-day needs. 

In the first quarter of this year electric and gas 
companies spent $330 million on new plant and 
equipment, $410 million in the second quarter, plan 
to spend $470 million for the third quarter. Outlays 
for all of 1947 probably will exceed $1,600 million, 
as compared with 1946 total of $1,050 million. 

The industry raised $52 million in new capital in 
the first half of 1947, divided into $6 million of 
common stock, $26 million of preferred and $20 
million of bonds. 

In the first half-year, the industry added about 
$190 million to depreciation funds, and a balance 
of $125 million for transfer to surplus, or a total of 
$315 million in a period when the utilities were 
spending $740 million. 

Capital outlays prior to this year had reduced 
cash from wartime peak level—working capital of 
54 leading companies declined from $690 million at 
end of 1944 to $669 million at end of 1946—so that 
not so much is available for more recent outlays. 

Assuming transfer of $250 million by the industry 
to surphis for the full year 1947, depreciation pro- 
vision of $380 million, gives total of $600 million 
for 1947 expansion. The indicated balance that must 
be raised from cash and new financing is thus about 
$950 million. 

As is the case with some other industries, the up- 
ward trend in capital outlays by the utility com- 
panies reflects the fact that more equipment is now 
becoming available. Further increases in capital ex- 
penditures are being planned by the industry for 
1948 and 1949. 


Most Construction Deferment Temporary 


Although present high costs have caused some 
companies to defer expansion plans, as well as re- 
ducing residential building planning, there is no 
evidence that deferments will extend to a point in 
the near future where there will be much idleness 
in the construction industry. Most of the deferments 
announced by industrial companies have been only 
temporary, and in expectation of a reduction in 
building costs, estimated as possibly 15% to 25%, 
within another year, as bottlenecks end and mate- 
rials are in better supply. 

Past records appear to indicate that high building 
costs of themselves do not stop new building and 
expansion. In fact, most of the construction work 
that has taken place in this country has been under- 
taken when prices and costs were relatively high. 
As a rule, building has boomed during periods when 
economic activity has been at a high level, when 
money has been plentiful, and easy to borrow on 
favorable terms—and during such periods, building 
costs usually have been relatively high. 
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Whether or not it is sound, from the standpoint 
of the national economy, for everyone to try to build 
at the same time, boosting up construction costs, the 
fact remains that most of the elements that have 
caused building booms in the past now exist. And it 
is difficult to establish, in the case of individual com- 
panies, that many are wrong, in their own self- 
interest, in expanding and improving production 
facilities at this time. 

In the case of some industries, such as the utility 
companies, new plant and equipment is urgently 
required to meet national needs, and prevent cur- 
tailment of industrial activity and employment. Also, 
plant expansion and improvement are expected to 
reduce operating costs. 

High labor costs generally are creating a demand 
for automatic machinery and labor-saving equip- 


‘ment to get production expenses down. In addition, 


companies with plants built to produce for war pur- 
poses now are looking for equipment to make goods 
for civilian needs. 

Another factor is the competitive aspect. If one 
company in an industry instals new facilities to 
make a new or improved product, other companies 
must take similar steps or face likelihood of loss 
of their competitive position in the industry. 


High Cost Expansion but Low Cost Financing 


As regards the high costs of expansion at this 
time, these are at least partly offset by the relatively 
low cost of obtaining money for capital outlays. 
Utility companies, for instance, are able to sell 
bonds at an interest cost of only 2.70% to 2.75%. 
Temporary financing can be arranged with the banks 
at exceptionally low interest costs. A year and a half 
ago, industrial companies could sell additional com- 
mon stock at, in some cases, the highest price ob- 
tainable in their histories. While the drop in stock 
prices during the past year has curtailed issuance 
of additional common, to raise new money, the recent 
rally on the market may encourage financing through 
sale of equities, on a larger scale, again. 

In any event, corporation expenditures on plant 
expansion and improvement have been climbing up- 
ward since the beginning of 1945. Up to the end of 
1946, there was a steady increase. In the first quarter 
of this year, for the first time in the post-1944 
period, there was a decline from the preceding quar- 
ter, of about $600 million, but there has been a 
resumption of the upward trend since, with third 
quarter outlays estimated ahead of the final 1946 
quarter. 

The total estimated for the third quarter is $3.8 
billion, a new high record, and $100 million more 
than the second quarter figure, $600 million greater 
than actual first quarter outlays. These figures are 
for American business, exclusive of agriculture. 

Present rate of capital expenditures is about 85% 
above the amounts expended in 1941 and more than 
60% higher than in 1929, the two prewar highs. 
Adusting for the substantial price increases, third 
quarter expenditures will still be higher than in 
both the earlier years. 

Planned expenditures by manufacturing compa- 
nies for the third quarter of 1947 account for 45% 
of the total for all industry, and are estimated at 
$1.7 billion. This amount is about the same as in 
the second quarter. The same is true for mining, 
commercial and miscellaneous, and transportation 
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companies other than railroads. Railroads and elec- 
tric and gas utilities, however, expect to increase 
their capital outlays during the third quarter. 

Of the $3.8 billion total which American business 
plans to spend for new plant and new equipment in 
the third quarter, approximately $3.4 billion will be 
spent by corporation, the balance by unincorporated 
business, according to estimates by the Securities 
and Exchange Commission and the Department of 
Commerce. In addition to the $3.8 billion for new 
plan and equipment, it is estimated that American 
business will spend another $100 million on old or 
used plant and equipment. 

Need for new money to finance corporation capital 
outlays has been reflected in a strong upswing in 
new bond and stock offerings in recent years. From 
$95,56,000 corporate offerings in 1943, there was an 
increase to $261,821,000 in 1944, to $491,812,000 
in 1945 and $529,825,000 in 1946 

Part of the corporate 


Recent increase in Corporate Offerings 


The recent upturn in the market has resulted in 
some increase in corporate offerings, but as yet the 
increase has been little more than a trickle, and 
bank borrowings still are piling up—indicating a 
flood of new security offerings as soon as market 
conditions are considered by corporation manage- 
ments to be “favorable.” 

Recent registrations with the Securities & Ex- 
change Commission have been mostly by companies, 
such as utilities, where earnings normally are rela- 
tively steady, and where there has not been quite 
so sharp price weakness as with more volatile se- 
curities. 

It is apparent that corporate capitalizations, and 
debts, will be swollen sharply over the next few 
years to pay for capital expansion work now being 
undertaken, in some cases at a cost three times 
what it cost to build 








offerings has been for 
refunding of old debts, 
for retirements, taking 


; Arkansas Power & Light Co. 
advantage of relatively 


Atlas Plywood Corp. 


. . Fire | Assoc. 
was particularly true in Camden Fire Insurance Assoc 


the earlier years. 

In 1943, some $67,- 
640,000 was for retire- 
ments, in 1944 the fig- 
ure was $203,172,000, in 
1945 it was $390,735,- 
000. New money for 


Continental Casualty Co. 
Detroit Edison Co. 

Dow Chemical Co. 
Duquesne Light Co. 
Florida Power & Light Co. 


General Portland Cement 


plant, — and Pr en 
working capital was Bina , 
only $25,663,000 in ooker Electrochemica 


Interstate Power Company 


1943, at $54,747,000 in 
1944 and $89,987,000 in 
1945. 

In 1946, however, 
there was a sharp rise 
in corporate offerings | 


| Kimberly Clark Corp. 
| May Department Stores 





Mississippi Power Co. 


Companies Seeking Capital Thru New Financing 


Kansas Nebraska Natural Gas Co. 


plants now in operation. 
A partial offset, from 
the standpoint of future 
drain on earnings, is the 
relatively low financing 
+ cost for debt. In the 
case of equity issues, 
however, there is devel- 
oping a straight dilu- 
tion. The only offset, in 
this direction, is the ex- 
tent to which operating 
costs can be cut, partic- 
ularly by installation of 
new machinery. 

The rise in corporate 
indebtedness is coinci- 
dent with a public debt, 
and taxes, at peak lev- 
els. So long as prices 
remain high, in an in- 
flated economy, present 


Monongahela Power Co. 
Montana Power 

National Union Fire Insurance 
Northern Natural Gas Co. 
Pennsylvania Salt Mfg. Co. 
Pittsburgh Coke & Chemical 
Public Service Co. of Colorado 
Rochester Gas & Electric 
Rochester Telephone 
Southern Bell Tel. & Tel. 
Thermoid Company 

Tucker Corp. 

Victor Chemical Works 
Warren Petroleum 
Washington Water Power Co. 
Wheeling Steel Corp. 











for capital outlays. The ; 
total that year was $250,258,000 as compared with 
$261,289,000 for retirements. 

The decline in the stock market last year, cul- 
minating in the sharp drop last Fall, tended to 
slacken up new corporate offerings. However, with 
most refunding out of the way, such financing as has 
been announced this year has been, for the first 
time, mostly for capital expansion purposes. In Jan- 
uary, for instance, $183,196,000 corporate offerings 
was for capital outlays, $130,858,000 for retire- 
ments; in February, $205,484,000 was new money 
for expansion, $49,424,000 for retirements; in March, 
$284,757,000 was new money, only $49,424,000 for 
retirements. This trend of early this year has been 
continued. 

Corporations have been resorting to bank borrow- 
ings at relatively low interest rates, and deferring 
permanent financing until market conditions appear 
more favorable, and such offerings as have been 
announced have been almost entirely for new money 
for expansion. Largely because of this development, 
member banks of the Federal Reserve system in New 
York City, for instance, reported as of July 16 an 
increase of approximately $1 billion in commercial 
and industrial loans, as compared with year before 
—at $4,157,000,000 against $3.101,000,000 on July 
17, 1946. 
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expansion is less likely 
to cause any serious threat to earnings. In a period 
of deflation, however, increase in capitalizations will 
mean so much sharper decline in future per share 
earnings. 

From the standing of the investor, increasing dis- 
crimination is called for in selection of securities for 
longer term holding. For instance, where expansion 
is justified by growing needs that appear likely to 
continue an uptrend, there need be less concern 
than in industries where there is developing a sharp 
expansion to grab immediate profits, but where fu- 
ture plant capacity, once current expansion is com- 
pleted, is likely to be in excess of normal peacetime 
or potential needs. 

That these distinctions are going to be rather diffi- 
cult to establish by the layman goes almost without 
saying, but this does not detract from their im- 
portance. However, the risk from over-capacity in 
dull times has always been a major factor in deter- 
mining future earnings potentials, so that the prob- 
lem creates no novelty under current conditions. The 
main difference now is thatinflated construction costs 
have increased the haz to a serious degree, espe- 
cially in cases where necessary funds will have been 
raised through either borrowing or through issuance 
of new stocks. 
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Hayapening In Washington 





By E. 


CONGRESS in its recent session used the federal 
moneybags as a means of determining national policy 
to a greater extent than ever before. It always has 
been the theory that the various committees ruled 
the scope of the agencies and activities which their 
names suggested. The plan having been drafted, the 





WASHINGTON SEES: 


Labor experts here believe the revolt of major 
labor unions against the reorganized NLRB and the 
rules set up for that agency under the Taft-Hartley 
Act, will be short-lived. Labor leaders, both ClO 
and AFL, have advised their affiliates to by-pass 
the new board, rely more upon self help in time of 
industrial disputes, and use the strike weapon if 
direct negotiation with the employers fails. 


While the organizers say they have nothing to 
hide and therefore do not seriously object to filing 
financial and other statements, that requirement 
certainly is of prime distaste to them. But it prob- 
ably is true that the idea is to fight the law by ignor- 
ing it. 

That process may not be easy of application. The 
reorganized NLRB, beginning next month, is the 
protector not only of the rights of labor but also of 
management. Unions can be cited before the board 
upon employers’ complaint, and jurisdiction over 
them is thereby established. 


Another circumstance that will break the revolt is 
in the fact that a labor organization wishing to have 
its name on the ballot for a collective bargaining 
election must apply to NLRB and submit to its rules. 
Without such submissioon a small, independent 
union being the only one named on a ballot might - 
oust, say, a powerful CIO unit. 


That the labor organizations are determined, not 
bluffing, is shown by the fact that they are dropping 
the ‘“‘no strike for the duration of the contract” 
clause from all new agreements. 








BS. 7. 


appropriations committee was expected to recom; 
mend the funds and the way and means committee 
to suggest the tax levies necessary to insure receipt 
of those moneys. But the appropriations committee 
in the past several months has not been content to 
be a mere clerical agency. And by limiting funds here 
and there it has sought to control policy. A show 
down is due in the next session. 


REVELATION that protection of A-bomb secrets was 
not fully organized and that a least two former GI’s 
acting separately had been able to obtain informa: 
tion which was supposed to be secret, regardless 
of whether the leaks were important or otherwise 
is resulting in a changed approach by congress t 
the entire subject of A-energy. Attempt by Senato 
Bourke Hickenlooper to minimize the importance of 
the material carried away was a dud. It was reasoned 
that if some knowledge of the secret could become 
public, maybe all of it could. If stories bruited about 
Washington have any semblance of truth, the situa: 
tion is not only bad; it’s critical. Congress is reluc} 
tant, but will have to investigate. 


LIKELIHOOD is that CIO Chief Philip Murray’s de 














fiance of the Taft-Hartley labor law will go unchal 
lenged. Murray picked the most vulnerable point it 
the new code—that which, even authors of the bil 
admit, violates the free press guaranty in the U. § 
Constitution by forbidding corporate owned publi 
cations from commenting upon, or indorsing, feders 
office candidacies. Backers of the bill aren’t replying 
to CIO gloatings over their failure to pick up thé 
gage. There’s method in their apparent retreat: the} 
hope unions will be encouraged to a head-on test of 
the law. And that’s just what they want. 


BECOMING evident is the fact that rent control (i 
briefer way of saying officially prescribed maxims 
landlords may charge tenants, is here to stay. Upot 
expiration of the extended federal control bill, thé 
reins will be taken by local hands—not everywhere 
but at least in the more populous areas. It already} 
has begun in New York City; New Jersey has { 
statewide law ready to be activated. Reasonable con 
clusion is that local and state officials, those who art 
closest to the subject, do not share the opinion ex 
pressed in some circles that. the bottom will drof 
out of the real estate market in a few years. 
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Joint action by steel producers and coal mine 

AA WUE operators to give John L. Lewis the best contract his 

United Mine Workers has ever had is making forecasters of 

recession review their own thinking. They see this action 

as a mirror of optimism. It indicates men in key spots 
Go Ta of basic industry do not anticipate lowered production 

or markets, believe consumers are ready to absorb any 

price increase shown to be merited. 


























Presa prices until effects of cud new working contracts is 
is found shows no sign of carrying persuasion. Statisti- 
cal agencies in the Capital say businessmen and con- 
tractors continue to make firm contracts with no jittery 
feeling apparent. Newburyport, Mass. retailers who led 
highly publicised drive for price reduction dropped it when they refilled shelves at 
prevailing costs to them. 


Prefabricated housing industry which started off with a bang shows signs of 
fizzling out. Its trade association, which numbered 289 firms in the business one 
year ago, expects not more than 35 will be in operation one year hence. Major prob- 
lems met in the fight for survival are lack of adequate working capital, rigid 
building codes, unfavorable zoning restrictions, and union opposition. That should 
be sufficient! 
































Congress is warming up for a full-dress lobby investigation. It's a hardy 
perennial, politics-packed. It boosted the stock of former Speaker Sam Rayburn during 











the early days of the New Deal, when he was a relatively obscure committee chairman, 
it zoomed Hugo L. Black when he was a Senator prying into the machinations of holding 
companies, and helped him to the U. S. Supreme Court bench. Others have used it in 
recent years with varying benefits. 








Now the shoe is on the other foot. The Republican-controlled Congress has no 
hesitancy about following President Truman's suggestion for spotlighting the housing 
lobby (which many members of both parties believe is becoming too powerful and ar- 
rogant), but the GOP intends to broaden the study, take in several of the larger 
New Deal bureaus. 




















The ammunition will come from a little-noticed subcommittee office which has 
Its chairman is Rep. Forrest A. 
Harness of Indiana, a former district attorney. Be has collected a mass of statistics 
on costs, personnel, objectives and productions by agencies interested in expanding 
or maintaining jurisdictions threatened by pending legislation. 




















Complete score of federal savings probably never will be tabulated besause 
no two sets of figures agree. Bookkeeping standards need adjustment and in many in- 
stances reductions in the Truman Budget are being offset by inclusion of spending 
not suggested therein. 


























Under ae latter heading come these — amounts: redemption of terminal 
leave bonds, 











lion dollars; eee relief, authorized by both "iaonen. 350 million dollars; aid d to 











Greece and Turkey, authorized by both houses, 400 million dollars. A total in those 











three items alone of 2,550 millions. 





Qther legislation scheduled for adoption before adjournment, or at least so 
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well along the legislative route as to be almost certain to come in the next session, 
include the National Science Foundation, expanded activities and upped payroll for 
the National Labor Relations Board to meet the requirements of the faft-Hartley Act, 


increased pensions for war veterans. That adds up to an item of 100 million dollars. 
































Federal payrolls were marked for the heaviest economy knifing, but it isn't 
working out as planned. Rep. John Taber had set the goal at 1 million fewer names on 
the payroll, now it looks more like 250,000 fewer. Typical of what is happening is 
this statement appearing in the Byrd Committee report, just out: While the War and 
Navy Departments decreased 19,206 (employees) during the past month, the other de- 
partments increased 15,424. Senator Byrd is unhappy about the whole thing. 























In a figurative sense, the atomic bomb has hit the railroad industry. 
Having already added complexities to life in general, the new instrument of destruc- 
tion is adding problems to the rails in particular. ICC has issued regulations for 
shipment of the elements that go into the bomb. They take 3,000 words plus many 
diagrams to recite. One rule handlers along the route will like: the container must 
not be left in any one spot more than 24 hours. 





























Organized labor gave up the fight for universal health insurance a month agc 
-- but only insofar as the present session is concerned. The American Medical Asso- 
' Giation and Senator Taft are blamed for blocking the measure, the former on profes- 
Sional grounds and the latter on the principle that free health care should be re- 
lated to ability to pay. : 




















The congressional economy drive has prevented a large-scale start on the 
Federal Trade Commission program for fair trade practice conferences affecting the 
wholesale and retail groups. The industry-wide parleys, under government auspices, 
would be privileged to draft "rules of the game" -- principles of business dealings 
-- which might lead to antitrust proceedings if negotiated in private meeting. 























FTC wants the Robinson-Patman Act and the anti-monopoly laws scrupulously 
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by agreements to do so -- agreement, that is, among those who recognize the dangers 
but can't fight them off alone. 














Premature and amateur predictions of corn crop failure have led some city- 
bred writers to forecasting skyrocketing meat prices. However, hog prices are re- 
maining firm and the Department of Agriculture finds no trace of hog liquidation by 
the farmers as yet. Hogs on the farm will come to the market, corn crop or no. The 
real damage will be felt in breeding in the Fall, and the consumer won't notice the 
impact until next year, say the experts. The differences of opinion, obviously re- 
late only to timing. : 





























Neither the President nor Congress will escape the accusation of playing 
politics with tax legislation whem the next election rolls aroufd. There was no 
reason to believe a second Presidential veto could be overridden and even the GOP 
leadership was surprised by the narrowed margin of decision in the President's favor. 
The bill was sent a second time, with only the effective date changed to January 1, 
for the sole purpose of basing the charge that the President is against tax reduc- 
tion, even at the "proper time." 


























The President, on the other hand, already has his staff of experts busily at 
work drafting his own tax reduction plan. And it will be submitted to the next 
session in January, come up for final action as the months slip by toward national 
convention and election time. Raised again is the question whether he is against tax 




















Ee 


the same end. ° 
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THE PARTITION 


OF INDIA 





By V. L. HOROTH 


I n these days of political and social upheavals 
and of the struggle between the United States and 
the Soviet Union for world leadership, the far-reach- 
ing implications of the plan for the partition of India 


may have escaped the attention of some of our 


readers. There has been a rapid succession of devel- 
opments that are bound to bring bewildering 
changes to some 400 million people—one fifth of the 
world’s population. The plan under which two new 
Dominions—Indian Union (Hindustan) and Pakistan 
—are to come into being on August 15, was an- 
nounced early in June by Lord Mountbatten who 
will be the last Indian viceroy. Known as the India 
Independence Act, the partition plan was rushed 
through the Parliament and already has the King’s 
signature. In fact, the difficult and involved process 
of splitting India and dividing the Army and the 
administrative machinery is already in full swing. 

Almost up to the end, the British hoped that they 
would be able to preserve India as a sirigle political 
unit. Under the plan presented by the Labor Govern- 
ment in May 1946, an Interim Government composed 
of all political groups was to run the country until a 
Constituent Assembly worked out a new constitution. 
But the Moslem League boycotted the Assembly and 
it seemed as if India would be plunged into civil 
war. There was a stalemate. Then in March of this 
year, the British announced that by June 1948 they 
would withdraw from India regardless of the situa- 
tion. This forced the two big political parties—the 
Congress Party, representing the Hindu population, 
and the Moslem League, representing the Moslem 
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areas—to agree on the next best thing: the parti- 
tion of the country. 

Why is the partition of India likely to take its 
place as one of the great events of our time? In the 
first place it will undoubtedly avert a bloody civil 
war, a foretaste of which India already had during 
the past few months. The demoralizing consequences 
of civil war would unquestionably have weakened 
India’s resistance to communism. It is expected that 
for the next few years, at least, the guarantee of 
territorial integrity by Great Britain through 
treaties with the two Dominions will prevent war. 
(Two) The peaceful withdrawal of Great Britain 
from India offers hope that the old-fashioned colon- 
ial imperialism is on the way out. (Three) The 
winning of the struggle for freedom, which lasted 
for several generations, is bound to release the en- 
ergy of the Indians for work on economic and social 
problems that hitherto had to be subordinated to the 
fight for independence. 


The Problems of the Partition 


The splitting of India into two political units, 
Hindustan and Pakistan, is a gigantic and involved 
task, sure to create at first considerable economic 
chaos, though chaos by no means as bad as civil 
war would have brought about. Expert committees 
are already at work dividing British India’s adminis- 
trative personnel, public property, railways, the tele- 
graph and telephone system, and, above all, the In- 
dian Army and the Navy. The two Dominions will 
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have separate foreign representation. Debts and as- 
sets will have to be apportioned. This means the 
division of India’s £11, billion blocked sterling assets 
in London. The central bank and its gold reserve 
will have to be split. 

Important will be the division of water-power 
rights and of electric grid. Some hydro-electric sta- 
tions in the North may be in Pakistan, while the 
irrigation canals will be in Hindustan. -A part of the 
huge internal trade of India will become “foreign 
trade” between the two Dominions, which are sure 
to have two district economic and trade policies. 

Perhaps the most difficult will be the problem of 
drawing new boundaries. The Moslems at first in- 
sisted on keeping the Moslem-majority provinces, 
but finally agreed on keeping only the Moslem- 
majority areas. This means the splitting up of three 
provinces: Punjab, Bengal, and Assam. Temporary 
boundaries are already established. In the case of 
Bengal, the 20 million people living in Western 
Bengal are going to Hindustan. The 40 million in 
Eastern Bengal will go to Pakistan. The economic 
consequences of such a division will be fantastic. 
Thus most of the jute-growing districts will be in 
Pakistan. On the other hand, Calcutta, where most 
of the mills working jute into burlap and hession 
cloth are located, will be in Hindustan. Although the 
country is being divided on a majority basis, there 
will be about 20 million or more Moslems living in 
Hindustan and about 10 million Hindus living in 
Pakistan. Some people believe that there will event- 
ually be a reshuffling of population. Whether this 
happens or not, the minorities are likely to play the 
role of hostage, meaning that consideration of their 
respective minorities may keep Hindustan and Pakis- 
tan from waging war on each other. 


What Will the Indian Union be Like 
Hindustan, or more properly the Indian Union, 
will be a state about the size of the eastern third 
of the United States—the U. S. east of the Missis- 
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plants producing industrial chemi- 
cals (greatly expanded during the war), paper, 
rayon, glass (nearly 100 factories), and electrical 
appliances. It will also have most of the 400 cotton 
mills and, as has already been pointed out, most 
of the jute processing mills. 


But while the big industries, banks, and capital | 


are largely identified with the Indian Union, so is 
most of India’s organized labor and a small but ex- 
tremely active communist party. Although the coun- 
try is to be a “sovereign, independent republic” with 
a bi-cameral legislature, actually it will be ruled 
during the next few years by an oligarchy of the 


present leaders of the Congress Party. Among these | 


leaders are influential businessmen and industrialists. 
However, there will probably be strong pressure 


for state and social planning, particularly on the | 


part of younger leaders such as Nehru. The great 
“Bombay Plan” for postwar industrialization, orig- 
inally intended for the entire country, will undoubt- 
edly be revised and applied to the Indian Union 
only. The Congress party, which has done so much 
to bring about the independence of India, is bound 
to be replaced in the course of a few years by polit- 
ical groups representing different economic and re- 
gional interests, as in the case of European countries. 


Pakistan’s Problems 


Pakistan will be a state of about 80 to 90 million, 
which will make it the largest Moslem state in the 
world. It is starting with many handicaps. In the 
first place, it will be split. The large section with a 
population of about 35 million comprises roughly 
the valley of the Indus river; the smaller section 
with about 45 million occupies the delta of the 
Ganges. The two sections are quite different racially 
and linguistically. The Northwesterners are much 
like the modern Persians or Afghans. The Bengalis, 
on the other hand, are dark, and relatively recent 
converts to Islam. Many people doubt that they will 
stay together very long unless the two parts are 
given considerable local autonomy. 
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Pakistan’s economy will be chiefly agricultural and 
pastoral. The country will have surpluses of wheat, 
hides, tobacco, cotton, sheep skins, bristles, carpet 
wool, and, of course jute. Industrially it will be 
weak. There are few cotton mills and chemical and 
plastic processing factories around Lahore and 
Karachi. What disturbs the Hindu commercial circles 
is that the Moslems may repress Hindu capital and 
commercial interests and encourage the exploitation 
of Pakistan by foreign capital. Some Hindu capital is 
reported to be leaving Pakistan. 

The political leadership in Pakistan is in the 
hands of the better situated farming class, and is, 
therefore, basically conservative. But since large 
land tracts and big businesses are owned by Hindus, 
it is quite possible that there will be pressure for the 
expropriation or the nationalization of Hindu prop- 
erties. Like the Congress Party, the Moslem League 
is bound to split, in due time, into a number of sep- 
arate parties. 

Interesting to watch will be the relation between 
Pakistan and the neighboring states, particularly 
Afghanistan which is very close by race religion, 
and language. While it is not at alll unlikely that 
Afghanistan may in the future become a part of 
Pakistan, it is just as possible that some Pakistan 
areas, particularly the Northwestern Provinces, may 
some day join Afghanistan. The existence of Pak- 
istan is likely to srengthen the importance of Mos- 
lem countries in international politics. 


What About Rajistan—lIndia of the Princes? 


The remainder of India, about as large as Texas, 
New Mexico, Arizona, Nevada, and California com- 
bined, with nearly 100 million people, is occupied by 
some 562 states. Some of the states—or, more prop- 
erly, estates—are less than a square mile and have 
only several hundred people. Ten states have a pop- 
ulation of more than 3 million. The largest of them, 
Hyderabad, is bigger than Italy and has a population 
of about 18 million. 

Since Great Britain will not accept individual 
Indian states as separate members of the British 
Commonwealth of Nations or as crown col- 
onies, the maharajas, rajas, nawabs, and 
other princes will have to decide before June 
1947, when the British are quitting India, 
whether they will join Pakistan or the Indian 
Union. Four of the states, Hyderabad, Kash- 
mir, Bhopal, and Travancore, have already 


U. S. Trade with Independent India 


American businessmen have entertained high 
hopes for the postwar trade with India. To begin 
with, the size of the Indian market—400 million 
potential customers—has always fascinated the 
American exporter. India made industrial progress 
during the war. She has been determined to push 
the industrialization program, and to use some of the 
wartime accumulated sterling for the purchase of 
capital goods and transportation equipment. Since 
the United States has machinery and tools readily 
available here, a good chance has presented itself 
to get some trade away from Great Britain. In the 
years immediately preceeding the Second World 
War, Great Britain used to supply about one-third 
of Indian imports and took about the same propor- 
tion of Indian exports. In contrast, the United States 
supplied about 7 per cent of Indian imports and took 
about 10 per cent of Indian exports. During the war, 
the products trade between the United States and 
India increased not only in value but in number. In- 
dians became acquainted with many American prod- 
ucts, such as fountain pens, and liked them. India has 
also turned to us for some of the products formerly 
supplied by Japan and Germany. 

How will the political developments affect the 
hopes for the expansion of Indian-American trade? 
What some pessimists call “balkanization” of India 
—the splitting of the country into six and maybe 
more politically independent units—will undoubtedly 
create during the next year or two a certain amount 
of chaos and uncertainty. The uncertain outlook for 
jute and burlap provides a good example. No one 
knows how the Indian Union and Pakistan will di- 
vide between themselves the dollars created by the 
exports of jute and burlap to this country. It is 
expected that Pakistan will put an export duty on 
jute. This may raise the price of jute and burlap 
despite the fact that the next crop will be a large 
one. 

However, despite the uncertain political outlook, 
our trade with India has been booming. As will be 
seen from the accompany- (Please turn to page 510) 
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declared for full independence. Other states 
may organize into fully independent confed- 




















erations. Nehru declared recently that the | 200 
Indian Union would not tolerate any inde- 


pendent states. Time will show. 











Some of the states, like Hyderabad, are 
relatively wealthy, progressive, and econom- 
ically self-sufficient. Others are dependent on 




















either the Union or Pakistan. Some of the | !9° 


maharajas are among the wealthiest people 
in the world. In Hyderabad, a 20-year de- 
velopment program has been inaugurated; 
its estimated cost will be about $11 billion. 
If the Indian Union and Pakistan go in for 
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become refugee places for capital — like 
Switzerland in Europe. It is reported that 
some enterprises are already moving into 
Rajistan—to escape taxation. 





(A) FIRST FOUR MONTHS MULTIPLIED BY THREE 
NOTE: TRACE WITH BURMA INCLUDED UP TO 1936 
LENO-LEASE EXPORTS 1941-45 WERE APPROX. $2 BILLION 
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Near 
Buying Point 


PART II 
By 
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: prices for individual equities in the long 
run hinge upon yield and stability of dividend pay- 
ments, perhaps more than upon any other factors. 
Given sound fundamentals as to management, finan- 
cial strength and status in a selected industry, the 
average performance as to annual distributions 
weighs heavily in the scale in pushing prices up or 
down. While month to month changes in the general 
economic outlook tend to sway speculative opinion 
this way and that, creating interim volatility in the 
prices for all kinds of common stocks, over a long 
period market values for good shares find a natural 
level closely allied with the income return provided. 

Under current conditions, yields obtainable from 
many sound equities vary substantially, although 
upon study the divergences appear hardly warranted, 
either upon a basis of current earnings or future 
potentials. Technical factors, such as market spon- 
sorship, apathy of shareholders or over-enthusiasm, 
of course, may be held responsible in part for a 
difference in investor appraisal. More importantly, 
though, uncertainties ahead seem to raise doubts in 
many directions as to the medium term continuation 
of present favorable dividend disbursements. This 
has had the effect of holding prices for shares of a 
good many well rated concerns to a level where 
yields of around 6% are currently obtainable. If 
analysis on balance points to probable needless pes- 
simism over dividend stability, room is thus left for 
above average income plus appreciation in the long 
run. In the last issue of the Magazine of Wall 
Street, we discussed a number of shares that we 
considered promising from this angle, and that in 
our opinion merited acquisition when our market 
specialist, Mr. A.T. Miller signalled the time as op- 
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portune. We will now discuss ten addi- 
tional concerns whose common shares 
appear to be in a buying zone pricewise, 
chiefly because they seem to have over- 
discounted the possibilities of less liberal 
dividends henceforth or in the medium 
term. 


West Virginia Pulp & Paper Company 


Shares of this concern, one of the larg- 
est producers of white paper and also an 
important manufacturer of kraft papers, 
corrugated material and chemical by prod- 
ucts of pulp, have recently sold around 
41. While the regular dividend rate is 25 
cents per share quarterly, payment of 
specials lifted the 1946 total to $2.40 per 
share, and in each of the first two quar- 
ters of 1947 to 50 cents. As net earnings 
for 6 months ended April 30, 1947 
equalled $5.83 per share it looks as if a 
yield of about 6% were dependable at 
present prices, with prospects of better- 
ment. The company has well under way 
a modernization and expansion program 
involving $19 million, some $7.5 million 
of which was expended last year. This is 
of special interest because the bulk of these funds 
are designed to achieve more efficient operations 
rather than to expand capacity. As the paper indus- 
try traditionally suffers in dull times, to lower costs 
by these policies seems very constructive and may 
tend to stabilize long term earning power. Though 
the company operated at a deficit for five years in 
the early 1930s, its financial strength permitted an 
uninterrupted payment of dividends since 1899. 
Now, with working capital at record heights of 
nearly $20 million and annual sales likely to top $70 
million, the outlook ahead appears unusually bright. 
Operations, including production of power, could be 
fully integrated, for holdings of timber land are ex- 
tensive. But for the most part this concern buys its 
supplies of wood from sources near to its various 
plants, thus doubly assuring permanency of supply. 
62% of 1946 sales consisted of white paper, 10% 
kraft, 28% paperboard and 7.5% chemical products. 
As West Virginia’s experience of nearly half a cen- 
tury has carried it through a wide range of eco- 
nomic conditions and established it strongly with 
its trade, confidence in its future operations is well 
warranted, though earnings may fluctuate from year 
to year. 

J. C. Penney Company 


At the end of 1946 this giant operator of about 
1600 junior department stores had established an 
all time record with total sales of $676.5 million. 
More importantly, this huge volume of goods was 
distributed mostly in cities with a population of 
under 100,000, and consisted in the main of mod- 
erately priced men’s, women’s and children’s ap- 
parel, shoes and the like—plus household goods, 
drygoods and notions. Furthermore, all sales are 
made for cash and deliveries are taboo. Purchase of 
all items is centered in the New York Office, thus 
gaining every possible price advantage, opportuni- 
ties for market research and concentration of vari- 
ous controls. In areas such as those served by 
Penney, consumer purchasing power is sometime 
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steadier than in the big centers, and due to the 
character of goods offered, the population can al- 
ways buy essential goods at modest cost. Because 
of all the above mentioned factors, Penney’s record 
of earnings and dividends has been impressively 
stable, extending back to 1926. Shares in the one 
class capitalization recently sold at 4634, compared 
with a 1947 range of 483-3834. Based upon a prob- 
able dividend of $3 per share for the year, a yield 
of better than 6% is indicated. Unless a precipitate 
decline in inventory values before long cuts into 
earnings, not likely as things look now for moder- 
ately priced goods, Penney’s net per share for 1947 
may be comparable to the $4.31 per share shown for 
last year. Sales rose by 12% during the first four 
months of 1947, but are likely to taper off somewhat 
in the last half. These shares appear reasonably 
priced in view of everything considered, at least for 
medium term holding. 


Charles Pfizer & Co., Inc. 


Volatility in the prices of these shares has been 
considerable duing the current year, with a range 
of 6214-37. At a recent price of 4714 about a third 
of the downswing has been recovered. Tax relief 
combined with worldwide demand for penicillin and 
other chemicals in which the company has special- 
ized, shoved 1946 net earnings up to an all time 
record of $7.17 per share, from which $3.70 was 
distributed in the form of dividends, including ex- 
tras. Should similar liberality be accorded share- 
holders during 1947, at current price for the stock 
a yield of better than 714 would be obtained. Pfizer, 
in common with many other concerns in the drug 
field, experienced a moderate decline in sales and 
net profits during the first quarter but at that net 
per share for the period came to $1.51 per share 
compared with $1.94 in the relative quarter of 1946. 
A dip in prices for penicillin largely accounted for 
the poorer showing. As the world’s largest producer 
of this important drug and also of citric acids, the 
company occupies a strong position in world 
markets. Due to production of many other fine or- 
ganic chemicals, Pfizer has demonstrated ability to 
sustain profits on an impressively stable keel. The 
business was established way back in 1849, and 
records available for more than 20 years past show 
that dividends have been paid without a break. In 
process of construction is a $5 million new plant at 
Groton, Conn., output from which should expand 
sales and increase earnings potentials. Undistributed 
earnings last year alone would have about supplied 
the funds needed for these facilities. As the regular 
50 cents per share quarterly dividend alone, regard- 
less of probable extras, would provide a yield of 
5.70%, the shares near 47 seem attractive for both 
income and possible appreciation. 


Gillette Safety Razor Company 


30 years have passed since this concern was in- 
corporated and brought to the world startling new 
improvements in shaving comfort. So immediate 
was public response to the new device that since its 
first year the company has never failed to pay a 
dividend. Rapid replacement of blades is the bul- 
wark of the business, and despite growing competi- 
tion, Gillette has been able to expand world markets 
for its products. In relatively recent years, brush- 
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less shaving creams have added to sales. Usage of 
safety razors by the military in two world wars has 
helped to establish their popularity all over the 
globe. To entrench itself in foreign markets, Gillette 
now maintains plants in England, France and Switz- 
erland, as well as in several leading Latin-American 
countries. Fortified with peak working capital, the 
company is readied to continue its traditionally ag- 
gressive exploitation of all markets. Due to success- 
ful filling of pipelines in 1946, volume and net earn- 
ings in the current year are likely to taper off 
somewhat from the record levels of last year, but 
not to an extent that would probably endanger the 
current dividend rate of 6214 cents per share quar- 
terly. Net per share for 6 months ended June 6 was 
reported as $2.23. Without considering potential ex- 
tras, the yield with the stock priced around 2614 
would be above 9%. Even with more modest divi- 
dends the shares would seem to be rather attrac- 
tively priced. 
Bucyrus-Erie Company 


A foremost producer of excavating machinery and 
related equipment is this long established competi- 
tor in its special field. Bulldozers, steam shovels, 
scrapers and cranes bearing the company name are 
in use all over the world. Due to bright outlook fon 
levee building, public works and industrial construc- 
tion, medium term potentials for satisfactory sales 
by this concern are correspondingly enhanced. Ap- 
parently the management shares this optimistic 
view, in raising the last quarterly dividend to 35 
cents per share, compared with 25 cents paid in the 
previous quarter. With the shares priced at around 
17, the old rate would have produced an income 
yield of 5.80% and if the new rate should continue 
a yield of over 8% would be indicated. Range of the 
price during the current year has been 1814-1314. 
While the company has no funded debt, 44,445 
shares of $100 par preferred precede the equities. 
During dull years in the past, dividends were not 
consistently paid upon the senior issue, and omis- 
sions on the common sometimes occurred. Since 
1939 though, common dividends have been paid 
regularly, ranging from 50 cents to $1 per share. 
A comfortable position as to working capital seems 
to exist, for at the end of 1946 current assets of 
$25.3 million compared with current liabilities of 
$9.1 million. All said, the shares must be regarded 
as being in the speculative class, but even if general 
business activi- 
ties should less- 
en during the 
next few years, 
construction of 
public works 
would be stepped 
up, with prob- 
able benefit to 
this particular 
concern. 


Firth Carpet 
Company 


With nearly 
sixty years of 
manufacturing 
experience back 
of it, Firth did 











exceptionally well for itself in the first postwar year, 
and signs are not lacking that during the current 
year and for several more, operations should prove 
satisfactory to its shareholders. During five years 
of war, floor coverings in homes, hotels and offices 
became sadly worn, for replacements were almost 
entirely lacking. As reconversion problems were 
heavy for most of the producers, full speed ahead 
programs early in 1946 were delayed, thus tending 
to still further build up deferred demand. As mat- 
ters stand now, though all out production has been 
achieved, it seems impossible for supply and demand 
to get into balance until at least some time in 1948, 
if then. This points to a firm price status for these 
items, well sustained volume and adequate profits 
for some time to come. Last year, Firth Carpet 
distributed $1.10 per share in dividends, including 
10 cents in extras. During the first two quarters of 
1947, the rate of 25 cents per share was bolstered 
by an additional 5 cents as extras. As net earnings 
of 54 cents per share in the first quarter indicated 
a substantial margin over dividend requirements, it 
looks as if at least $1.20 per share would be paid 
during the full year. On this premise, the shares 
around 1814 would yield 614%, with slim prospects 
of anything less for the medium term future. 
Earlier in 1947 the peak price was 2114 and later a 
low mark of 1414 was established. In May, 1946 top 
price was 28%. In addition to a fairly assured good 
return, accordingly, the shares near current levels 
offer considerable hope of eventual appreciation. 


American Steel Foundries 


Producers of new railway equipment have found 
many uses for the castings and wheels in which 
this concern has long specialized. Since business of 
this kind during periods of general depression has 
proved overly dull, dividend stability over a long 
period has been rather lacking for this company, 
and for the same reason considerable price volatility 
has been characteristic for its shares. For almost 
ten years past, on the other hand, American Steel 
Foundries’ net earnings have been satisfactory, and 
that they may continue so for several years to come 
appears more than probable. Worn out rolling stock 


of the Nation’s railways during ‘the past year has 
been retired at a much faster clip than it could be 
replaced, so that to provide anything like proper 
transportation for industry and agriculture under 
current active conditions, the railroads will be plac- 
ing sizable orders during an indefinite period ahead. 
This should bring substantial indirect business to 
the doors of a parts supplier like the company under 
discussion. Additionally, revenues from sales of 
castings to other industrial users should continue 
satisfactorily, and the company’s ownership of 
32.52% of the common stock of General Steel Cast- 
ings Co. may prove productive. For the fiscal year 
ended September 30, 1946, net earnings per share 
were reported as $2.27, and total dividends paid dur- 
ing 12 months past amounted to $2 per share. That 
this liberality was warranted is shown by the fact 
that during the first quarter of 1947 net of $1.10 
per share reported, with fair prospects that equally 
favorable profits may be expected during the bal- 
ance of the year. Recently the shares have been 
quoted at 32, at which level a yield of slightly over 
6% is made realistic. As the outlook ahead seems 
above average good, it would seem that for quite 
a while to come the dividend rate may be stable. 
And as the shares sold at a high of 501% in 1946, 
grounds for speculative optimism are supplied, 
granted patience. 


Texas Gulf Sulphur Company 


Although shares of this concern currently are 
selling at their high point of the year, around 555%, 
this does not detract from their present appeal, in 
our opinion. As a matter of fact, during the spring 
slump in the stock market, the shares declined only 
moderately to a low of 46%. Fundamentally it 
would seem as if interim results and prospects fully 
warranted expectations that dividends were not only 
stable but might improve during the medium term. 
Distribution of $3.75 per share in dividends might 
seem a bit too liberal during the past 12 months, 
compared with 1946 net earnings of $3.97. But for 
six months ended June 6, 1947 a reported net per 
share of $2.75 discloses an encouraging uptrend now 
developed. Strategically (Please turn to page 509) 






























































Pertinent Statistics on Ten Selected Securities 
Current Net Per Common Share 
Ratio Current 
(Assets 1938-41 1942-45 1946 1947 12 Months 1946 1947 Recent Current 
to Liab.)| Average Average Fiscal Year Interim Dividend Price Range Price Yield 
American Steel Foundries... 9.9 $1.32 $3.07 $2.27 $1.10 Mré $2.00 50!/4-2754 37-25% $32 6.2% 
Bethlehem Steel. 3 7.11 8.59 11.79 4.84 Mr3 6.00 11434-8554 99 -7b!/, 88 6.8 
Bucyrus Erie... ek Fe 1.16 1.20 2.08 ne 1.15 2534-14 18!/44-13!/ 17 6.8 
LS eT 2.8 .60 39 2.38 54 Mr3 1.10 2874-16 21'%4-14!2 18 6.1 
Gillette Safety Razor............ 22 .74 1.60 4.55 2.23 Jeb 3.00 425,-22/g 32 -23'/, 26 11.5 
NSS i See ee 2 2.00 2.14 4.31 3.00 5734-40!/, 4834-383, 47 6.4 
Pizer, Charles... ‘1.9 69 (a) 1.20 7A7 1.51 Mr3 3.95 80 -35%4 — 62!/5-37 oe 
Southern Pacific Co... = 2.6 2.88 13.82 6.70 4.48 My5 4.00 70 -38!/, 47\/4-34!/2 46 8.7 
Texas Gulf Sulphur... 6.3 2.15 2.48 3.97 2.76 Jeb 3.75 6034,-46!/ 5552-4652 55 6.8 
West Virginia Pulp & Paper... 6.0 1.54 1.78 4.93 5.38 Apb 3.00 53%4-32%, 45-32" 41 73 
(a)—1939-41 Average. Ap6—For 6 months ended April 30. 
Mr3—For 3 months ended March 31. My5—For 5 months ended May 31. 
Mré—For 6 months ended March 31. Je6—For 6 months ended June 30. 
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of Values, Earnings and Dividend Forecasts 


x *kk 


Prospects and Ratings for Merchandising and Chair Stores, 
Food and Dairy Companies, Tobaccos, Paper Companies 


Part I 


"Tbe second half of 1947 opens with better 
prospects for sustained prosperity than cautious stu- 
dents were willing to admit last January. Under the 
stimulus of steadily expanding national income, peak 
employment, and a freer flow of raw materials and 
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finished goods, sales and earnings of numerous con- 
cerns have been highly satisfactory. Looking ahead, 
the heralded recession to come in the second half 
seems less likely to materialize. But many industries 
have now reached a point where production has 
caught up with demand, and during near term 
months others, also, will for the first time face the 
test of strong competition. Still a third group may 
find it impossible to keep abreast of incoming orders 
for an indefinite period. Over the heads of all looms 
the problem of a potential decline in export demand. 

To establish and maintain a constructive invest- 
ment program under current conditions, necessarily 
involves access to fundamental facts and their intel- 
ligent appraisal. Above average yields now obtain- 
able from many shares may prove transitory in the 
light of developments in the near future. In contrast, 
larger dividends and a corresponding rise in values 
seems in store for numerous selected shares. 

To assist our subscribers in arriving at sound in- 
vestment decisions, the Magazine of Wall Street 
presents its Security Appraisals and Dividend Fore- 
casts at six months intervals, in addition to its reg- 
ular coverage of important developments. By this 
method, the maximum number of industries are 
periodically reviewed on the basis of all available in- 
formation, supplemented by statistical data for ready 
comparisons. Additionally, brief comments on the 
status of each company listed on the tables are 
presented. 

The key to our ratings of investment quality, and 
current earnings trends of the individual stocks—the 
last column in the table, preceding comment—is as 
follows: A +, Top Quality; A, High Grade; B, Good; 
C+, Fair; C, "Mar ginal. The accompanying numerals 
indicate current earnings trends thus; 1—Upward; 
2—Steady ; 3—Downward. For example, Al denotes 
a stock of high grade investment quality with an 
upwards earnings trend. 

Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are de- 
noted by the letter X. Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 
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Merchandising F 


and Chain Store 7 


Shares 


By PHILIP DOBBS 


é. arly in the current year predictions that 
merchandisers were facing a considerable shake- 
down during 1947 have been well borne out thus far. 
To the credit of store managements generally, how- 
ever, efforts to get inventories into better balance, to 
readjust stocks in line with changing conditions and 
to clear the decks of less desirable items, have met 
with decided success. Now the buying departments 
are proceeding with commendable circumspection to 
refill their shelves, though the continued high level 
of national income in the second half suggests that 
sales may be more encouraging than seemed likely 
not many months ago. On balance, the weight of 
opinion in the trade is on the cautious side, with 
expectations that earnings for the full year will 
prove very satisfactory, though somewhat lower 
than in the record year of 1946. 

Widespread markdown sales in the first half stim- 
ulated customer enthusiasm to a point where volume 
gains for the department stores showed increases 
of from 10% to more than 25% dollarwise compared 
with same period last year. Unit sales, though, are 
reported to have made a relative dip of perhaps 5%, 
indicating that despite a broadened flow of new 
goods of every description, consumer demand was 
becoming »:omewhat satiated or that price resistance 
was rather strongly expressive. Now that clearance 
sales have nearly run their course and merchandise 
turnover from now on will be more normal in char- 
acter, some experts foresee a moderate drop in vol- 
ume ahead for a month or so, but with an uptrend 
for the final four months of the year. Such a course 
would follow the usual seasonal pattern, naturally, 
but few optimists except the holiday sales to equal 
the bonanza of last year. 

As matters stand now, though inventories of many 
large stores have been cut substantially below last 
year’s level at this same period of the year, replace- 
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ment orders for fall delivery have declined even 
faster in the over-all picture. This combines to estab- 
lish an unusually sound status for the merchan- 
disers, as buyers can now proceed to place orders 
carefully attuned to conditions that may change from 
month to month, both as to prices and as to con- 
sumer preferences. On the other hand, too cautious 
an attitude may result in a fall stampede to place 
orders that manufacturers could find it difficult to 
deliver on time. In view of the probability that prices 
of some lines will be readjusted downward before 


With sixty million employed at good wages, the demand for con 
sumers’ goods of all kinds will remain strong for the balance of 194), 
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many months, store managements are willing to | 


take the gamble, apparently, rather than experience 
a further wave of costly markdowns. As policies 
along these lines will differ widely, prospects for 
sales and earnings in the second half are somewhat 
clouded in view of the many stores involved. 

At best it seems as if the peak of cyclical pros- 
perity for the department stores was probably 
reached last year and that after a rather brief period 
of readjustment their operations would level off on 
a new plateau, though one where volume and earn- 
ings may prove eminently satisfactory. Shareholders 
generally need fear no near term adverse trends in 
dividend payments. From the appended table it will 
be noted how conservatively distributions have been 
held in relation to 1946 record earnings. For mer- 
chandisers of all classes shown in the table, average 
dividends paid during the past 12 months absorbed 
only 42% of available net. Despite the large amounts 
of working capital required to carry expanded and 
high priced inventories, earnings retained in the 
business, low rate financing and retirement of senior 
securities have combined to enhance fundamentals of 
most units in the industry. In view of these facts, it 
would seem as if current prices for many of the 
sounder department store (Please turn to page 509) 


THE MAGAZINE OF WALL STREET 


TE ORE EE 
























a ese cea cee 























aR 


SN POI EE OD 


eae 


HESS hee tes ana ae 


TOON PT TS 











Pertinent Statistics on Merchandising Stocks 








1938-41 
Average Average Fiscal Year 


Recent Dividend Earnings Investment 
Rating 





COMMENTS 





Aldens $ 91 





BI 





Price readjustments cut into earnings 
somewhat in spring and recent 10% re- 
duction on price tags may find reflection. 
But dividend seems secure. 





Allied Stores 
Ww 











Uptrend in sales continues but net tend- 
ing to shrink from high levels through 
inventory clearances, though without 
threat to dividend status. 








Arnold Constabl 1.19 








Some recession probable ahead from last 
year’s record volume and profits. Con- 
servative dividend likely to continue. 








Sales holding at high level, but may tend 
to recede within few months. Though 
last year’s profits may not be equalled, 
no change in dividend expected. 











Markdowns probably have curtailed 
profits but second half should be satis- 
factory to shareholders. New store an at- 
traction. Stable dividend seems assured. 
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c+! 





Expansion in volume not matched by 
earnings gains. Outlook ahead fairly 
bright. Ample coverage of current divi- 
dend probable. 





Consolidated Retail Stores.......... 










First quarter net about abreast of last 
year’s good showing. But equal progress 
later in year doubtful. No change in 
dividend indicated during 1947. 














BI 





Good cost controls holding net compar- 
able to or above 1946 relative period. 
Ample working capital supports expecta- 
tions for dividend stability. 








cl 


Volume tending to taper down of late, | 
though total for first four months slightly | 
up. Earnings sufficient to warrant divi- | 
dend at current rate. | 





Results for first half not available, but | 
proven merchandising skill and ample | 
resources suggest very good showing 
during current year. Dividend entirely | 
safe. 

















cl 


secured. 


improbable. 


Downtrend in sales likely to continue in| 
near term months, and smaller profits in | 
sight. But current dividend probably well 


Clearance sales and inventory adjust- 
ments tending to lower earnings in cur- 
rent year. Full year showing may be 
fairly satisfactory. Change in dividend 


Sales gains held well during first quar- 
ter, but in coming months likely to de- 
cline somewhat. Conservative dividend 
seems assured. | 
Well managed smaller department store 
chain with fair earnings record. Adjust- 
ment of inventory values may cause dip 
but dividend appears secure. | 





Al 


Despite continued uptrend in sales, 
heavy markdowns in merchandise should 
be reflectd in lower earnings for a while. | 
Liberal share of net paid in dividends. | 





BI 


Peak of high sales probably passed. But 
prospects for fair earnings good. Cur- 
rent dividend seems a bit large perhaps. | 





B3 


Volume and profits during early 1947 in| 
uptrend, but likely to level off soon. | 
Prominent as specialist in ladies apparel. | 
Conservative distributions appear stable. | 





Federated Dept. Stores...... 1.34 
x 

earner, NE. Geli wcsscscseccesidacece 1.08 

Gimbel Bros. (a).........c..0::ccssccese 36 
x 

Ne Ts Ta. icccsnvscrncsseeonnnnes 1.39 

Me, Bi CR aceicsiccccticeimcccens V.72 
Ww 

Interstate Dept. Stores................. 1.09 

Kobacker Stores 32 

DRONE Ge Be scvsecsscsaszazesssi ccsseceneas 1.72 
Ww 

NN Bs Tic seviccsnsinncsinrnsarenssccarerem 1.85 

MN OI es caccdunsanvcncsccsissesincsscees 13 

RE TRON isiits sbncssthcesasessvcctnns 1.08 
Ww 


BI 





| 
Flux in prices of women’s apparel aie 
be reflected in somewhat lower earnings 
during coming months. But dividend not | 
likely to change in near term. 





(a) All sgures adjusted for 4 for 3 split effected January, 1947. 
(b) All figures adjusted for 2 for 1 split effected July 3, 1947. 


(c) For fiscal year ended January 31, 1947. 


Mr3—For 3 months ended March 31. 
Ap3—For 3 months ended April 30. 
Fe9—For 9 months ended February 28. 


| 
| 
| 
| 
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Pertinent Statistics on Merchandising Stocks 





1938-4 





Avge. 


Net Per Common Share 


| 1942-45 


Avge. 


Fiscal Yr. 





1947 
Interim 


1946 


Current 
12 Months Recent 
Dividend Price 


Price- 


Div. 
Yield 


Ratio 


Invest- 
Earnings ment 
Rating 


COMMENTS 





Macy, Roto ee $2.02 


$2.12 


$5.02 


$2.60 Jab $1.60 


$37 4.3%, 7.4 


BI 


Management of this leading depart- 
ment store anticipates a lower sales 
level before long, but earnings cover 
dividend by such a wide margin that 
no change appears probable. 





Marshall Field. 1.85 


May Dept. pipes 





MeGrory Stores... 


1.70 


5.61 1.24 Mr3 2.75 


32 8.6 §.7 


Volume gains still reported but net 
slightly squeezed by inventory adjust- 
ments. Satisfactory results expected for 
full year, though not equal to 1946. Divi- 
dend easily earned. 





Increased expenses and heavy mark- 
downs will probably bring earnings to 
level a bit lower than last year, but not 
on a scale to disturb current dividend. 





Rise in payrolls and inventory changes 
tending to squeeze profit margins, de- 
spite increased sales. But near term 
stability of dividend seems likely. 








McLellan Stores. 1.13 





Melville Shoe estes . ‘ 


1.67 


1.05 


4.00 2.00 


23.8.7 5.8 


Volume, and probably earnings, have 
been receding slightly during the first 
half. Compared with former year, 
though, 1947 should prove satisfactory. 
Dividend seems secure. 





1.73 1.60 


24 6.7 


High level sales continuing, though both 
production and demand for shoes under- 
going certain variations. Dividends paid 
during past 12 months rather liberal in 
relation to net earnings. 





Mercantile Stores... +23 


1.04 


3.14 


BI 


Marked uptrend in sales early in 1946 
not likely to continue. Second half earn- 
ings will hinge upon managerial skill in 
adjusting inventories. Dividend currently 
conservative. 





Montgomery Ward 4.14 


6.29 1.71 Ap3 


62 4.8 79 


A2 





Bright outlook for this experienced mail 
order and chain store operator. With 
good cost controls, net earnings should 
be impressive. Dividends at current rate 
amply covered. 





Murphy, oC... re : es SN aT, 


2.25 


39 5.8 9.6 


Al 


Modest gain in sales compared with 
last year may be followed by decline 
soon. Net for 1947 not likely to equal 
1946 but dividend probably stable. 





National Dept. Stores 


2.46 


1.50 


Larger sales but slimmer profits re- 
ported early this year, but without 
threat to present dividends. Heavier in- 
ventories may cause problem. 





Newberry, : i an 1.28 


1.84 


33 5.6 7.0 


BI 


Recent increase in the quarterly rate to 
50 cents per share indicates confidence 
by reg prone in satisfactory results 
for 1947. Company is well run. 





Neisner Bros.............. ee | 


1.38 


BI 


Progress following usual industry pat- 
tern of lower sales than in recent months 
and probably smaller earnings. But 
outlook warrants expectation of divi- 
dend stability. 





Penney, J. C..... 


243 


4.31 


46 6.5 10.7 


Al 


This large and experienced operator of 
junior department stores has been en- 
joying increased volume but may expe- 
rience a moderate decline soon. Liberal 
dividend payer. 





SON) Ce eae 


1.75 


29 6.0 3.4 


Ci 


A long record of good earnings, soar- 
ing to record heights last year features 
this operator of chain shoe stores. 1947 
results may shrink but dividend amply 
earned. 





Sunie tensed 


40 4.4 95 


Al 


This leading mail order and chain store 
operator should fare exceptionally well 
in the current year, due to enlarged 
offerings and skilled management. Divi- 
dend safe and may be improved. 





oS (ee Reeemeaneenepemaie |") 1 


def.83 


1.50 aos Nil 


Cr 


Overly high inventories and rising ex- 
penses reducing earnings below last 
year. No prospect of near term divi- 
dend apparent. 





Sterchi Denk: Stores. 2 SBE 


oe 


3.65 72 Mr3 


C+2 


Slight decline in earnings reported de- 
spite larger sales, indicating impact of 
markdowns and higher expenses. Divi- 
bg for past 12 months on generous 
side. 





Woolworth, F. W.. 


2.79 


2.37 


4.12 


50 4.8 12.1 


Al 


High level national income promises 
well for the earnings of this experi- 
enced merchandiser of low price goods. 
The dividend seems amply secured. 











| — Job—For 6 months ended January 31. 
Mr3—For 3 months ended March 31. 


Ap3—For 3 months ended April 30. 
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be he prolonged shortage of 
newsprint and other paper prod- 
ducts, instead of relaxing at the 
end of the war, is becoming more 
acute. Demand for containers and 
other paperboard items shows no let- 
up despite cessation of wartime uses. 
Although production has expanded 
moderately, the scarcity is more evi- 
dent than ever before. Hence, prices 
continue strong and margins remain 
high, affording a basis for record 
earnings. 

When publishers are willing to pay 
premiums of 100 per cent or more for 
newsprint and magazine paper, as evi- 
denced by active bidding in the ‘“‘gray 
market” for available supplies, it is 
apparent that paper makers and fabri- 
cators still are in a sellers’ market and 
that prospects of a recession are lack- 
ing. Prices of all grades of paper and 
containers have advanced substan- 
tially this year to counteract rising 

costs of materials and labor. Wider 
margins not only have compensated 
for increased costs but have boosted 
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earnings. Midyear statements have 
shown embarrassingly large profits for 
representative companies. 

The outlook for the remainder of 
the year and for early 1948 is promis. 
ing. Bright prospects are based on a 
growing rather than a diminishing de- 
mand and on the improbability of ex- 
panding production rapidly enough to 
bring about an excess of 
supplies. Indications, there- 
fore, point to maintenance 
of a firm price structure 
and of wide profit margins. 
Earnings reports recently 
published suggest 1947 re- 
sults may approximate or 
exceed anything  experi- 
enced in recent years, so 
far as many organizations 
in this industry are con- 
cerned. 
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PAPER STOCKS 


By GEORGE W. MATHIS 


Paper has become an increasingly essential com- 
modity. Consumption in this country has steadily 
risen to a level far above that of any other part of 
the world. New products have been developed during 
the war and packing of consumer goods has gained 
momentum with the result that more containers 
than ever before are required in the food and drug 
trades. 

Record Demand 


Despite scarcities of wood pulp, due partly to un- 
availability of labor in logging camps, paperboard 
output reached a record volume last year and con- 
tinued to expand in the first six months of 1947. 
Output last year in the industry was placed at about 
19.2 million tons and it is estimated that 1947 pro- 
duction may exceed 20 million tons for the first time. 
Industry analysts contend that a volume of about 
20 million tons may be regarded as normal to meet 
the country’s enlarged requirements. 

In the matter of costs, the paper industry’s ex- 
perience has been no worse than the average and 
has shown an improvement over that of many. The 
labor factor is relatively low, in the first place, and 
working forces generally are more responsible than 
in some other industries. As a result, production per 
man hour has been relatively well maintained. Unit 
labor costs have risen only about 50 to 60 per cent 
on the average since the beginning of the war, and 
this compares favorably with the experience of 
heavy industries. Recent wage advances have aver- 
aged slightly less than those granted in the steel 
and automotive industries. 

Demand for newsprint and paperboard has in- 
creased in reflecting a growth in publications and 
expansion in use of shipping containers consistent 
with a higher rate in business activity. The recent 
Presidential economic report to Congress, showing 
domestic production running at a record annual rate 
of $225 billion, is evidence of the tremendous growth 
in use of containers, paper bags, wrapping paper, 
etc. Moreover, the high national income has found 
reflection in further gains in magazine circulation. 
Consumption of book paper is taxing the capacity 
of principal producers and, although prices have 
been advanced sharply, users are happy to be able to 
obtain supplies at any price. Newsprint has been 
commanding $200 a ton or more in the open market, 
contrasted with a contract price of $91 a ton, and 
supplies from abroad have been 
eagerly purchased by domestic 
publishers at fancy prices. 

Indications of resistance to 
price advances, noted early in 
the year have disappeared, and 
consumers recently have shown 
no hesitancy in renewing con- 
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tracts at current quotations. Inventories of all types 
of supplies in the industry are believed to be un- 
usually low in relation to sales, suggesting that no 
problems of price adjustments are imminent. 

On the basis of the encouraging outlook for repre- 


. sentative producers, it may be well to reappraise the 


prospects of individual concerns. 


Champion Paper & Fibre is an outstanding pro- 
ducer of white coated and book paper used chiefly 
by magazine publishers. The company has expanded 
and modernized its facilities in recent years until 
it now has come to be recognized as one of the 
lowest cost producers. Timberlands have been en- 
larged and manufacturing operations have been more 
completely centralized around the Houston, Tex. 
plant. Earnings for the year ended April 30, com- 
paring favorably with the 1941 year of $4.68 a 
share, may be surpassed in the current twelve 
months, inasmuch as reserves and write-offs for the 
latest year should not need to be repeated. Sales 
contracts with leading publishers are believed to 
call for further expansion in ouput. Considering the 
promising outlook for earnings, management may 
feel justified in adopting a more liberal dividend 
policy. Payments of 25 cents a share quarterly have 


been supplemented with occasional extras. 


Container Corporation is one of the largest manu- 
facturers of fibreboard boxes used in shipping con- 
sumer goods. Sales have expanded at a startling 
pace in recent years. Greater availablility of raw ma- 
terials contributed to larger volume and increased 
earnings in the first half of this year, which showed 
earnings running at a record rate. With a bulge in 
sales of more than 50 per cent in the first six 
months and net income showing an advance of more 
than 100 per cent, it is evident that this leader in 
its field is in line for a banner year. Results for the 
second half are expected to compare favorably with 
those of the first six months. 


Crown Zellerbach’s impressive gain in earnings 
in the year ended April 30 may be attributed to a 
substantial improvement in sales and to better profit 
margins. Operating costs failed to rise as rapidly 
as income, leaving a more favorable balance before 
taxes. Net profit of $5.22 a share, against only $2.37 
in the preceding year, represented an outstanding 
achievement. Growth prospects are apparent in this 
company’s picture, in view of the expansion in busi- 
ness on the Pacific Coast. (Please turn to page 511) 




























































































Position of Leading Paper Company Stocks 
Net Per Common Share Current Divi- Price- Invest- 
1938-41 1942-45 1946 1947. 12 Months Recent dend Earnings ment 
Avge. Avge. Fiscal Yr. Interim Dividend Price Yield Ratio Rating COMMENT 
Champion Paper & Fibre.. $ .94 $1.62 $1.36  $3.34Ja9 $1.25 $24 52% 17.6 BI ee. be tage et Resmi —- 
X high earnings and liberal dividends. 

Container Corp. of Amer... 1.93 2.74 7523 5.64 Jeb 3.80 44 8.6 6.1 B| Increased supplies and increasing sales 

point to record earnings and promise 

_X of advance dividends. 

Crown Zellerbach......... 1.95 2.29 2.37 5.22 Ap 1.60 32 5.0 6.1 C+ Shortage of newspring favorable for 

continued expansion in sales and earn- 
zs Se Se ee an” ee el ae aoe ee ings over coming months. 

Gaylord Container... .48 51 2.45 1.00 Mr3 1.16% 18 6.5 Y BI High rate of business activity, con- 
| tributing to demand for containers, 
| x ae 2 points to further earnings gains. __ 

Great Northern Paper... 2.55 1.53 2.59 1.09 Mr3 1.80 44 4.1 17.0 C+ Price advances on newsprint expected 

to counterbalance wage boosts and 
favor larger earnings and dividends. 

International Paper... 2.53 2.00 8.50 3.21 Mr3 3.50 48 7.3 5.6 BI Capacity operations are indicated for 

some time to come, assuring earnings | 
x far in excess of $3 dividend require- | 
ae = , ments. be 

Kimberly Clark...... 1.88 1.66 3.15 2.37 My5 1.20 25 4.8 8.0 BI Competitve position strengthened by 

development of new products, paving 
way for rise in sales and net profits. 

Mead Gorn. | ON 1.06 4.22 3.16 (a) 1.45 22 6.6 5.2 C+ Strong demand for magazine paper ex- 

plains continued growth in sales, thus 

xX affording basis for earnings expansion. 
TE 1.03 .26(b) 1.49 Mr3 Nil 24... 11.0% C-+I Increase in production of dissolving 
pulp and higher prices have enabled 

company to enjoy sharp rise in profits. 

St. Regis Paper... .27 37 1.00 1.40 Jeb Nil WY ou. 11.5 Ci Additional facilities and wider profit 

margins account for sharp earnings 

x gain, rousing hope of early dividends. 
SeotiPaper ee 2.00 2.03 1.40 Jeb 1.85 45 4.1 22.2 B2 Growing demand for tissues and wax 
paper, in line with business activity, 

sustains earnings and liberal dividend. 

Sutherland Paper... 2.56 2.50 4.68 3.50 Jeb 2.05 4l 5.0 8.8 B| Strong demand for paraffined cartons 

for milk distribution contributes to ris- 
ing sales volume and earnings growth. 

Union Bag & Paper... 1.25 1.22 4.13 2.10 Mr3 2.50 32 7.8 7.8 B—| Reflecting business activity, sales of 

bags and kraft paper continued to ex- 
xX pand and lift earnings to record rate. 
West Va. Pulp & Paper... 1.54 1.78 4.93 5.38 Apé 3.00 4\ y Be 8.3 B| Strengthening of financial structure and 
enlargement of capacity promise higher 
<2. earnings and dividends for common. 
*_Based on earnings for |! months ended March 31, 1947 of $2.17. Je6—For 6 months ended June 30. 
(a)—For 24 weeks ended June 15. Ap6—For 6 months ended April 30. 
(b)—For fiscal year ended April 30, 1946; the fiscal year period has Mr3—For 3 months ended March 31. 
just been changed to end December 31; earnings for 8 months © My5—For 5 months ended May 31. 
ended December 31, 1946, were $1.68. Ap—For fiscal year ended April 30, 1947. 
Ja9—For 9 months ended January 31. 
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FOOD and DAIRY 


COMPANIES 


Mass production of processed 





By STANLEY DEVLIN 


he. he food industry is diversified—covering meat 
packing, sugar, dairy, baking, corn products, veg- 
etable and fruit packing, fisheries, packaged foods. 
Meat Packers were covered in our July 19 issue and 
Sugar in May 10 edition so they are not included in 
this article. In the groups we are considering, the 
following companies are among the larger ones. Na- 
tional Dairy with sales of $742 million, Borden, 
General Foods, General Mills, National Biscuit, 
Standard Brands, California Packing, Pillsbury Mills, 
Corn Products, Libby, McNeil & Libby and Conti- 
nental Baking. The remaining companies, with per- 
haps a few exceptions, have sales below the $100 
million level. 

From the stock market angle, however, it is in- 
terestine to note that the big companies are not 
necessarily the fastest growing. 
In the dairy group three second- 
ary companies—Golden State, Pet 
Milk and Carnation—have out- 
distanced the leaders (Borden and 
National Dairy) in sales percent- 
age gains since 1939. In the can- 
ning group, remarkable growth 
gains were set up by Stokely-Van 
Camp (active in frozen foods), 
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foods for the Nation’s table. 


Phillips Packing and Hunt Foods( while fhe old-line 
companies, California Packing and Libby McNeil, 
were content with much smaller gain. In the “pack- 
aged” group the number three company, Best Foods, 
made the biggest sales gain—266%W—well above the 
increases of Standard Brands and General Foods. In 
the corn processing group, the leader, Corn Prod- 
ucts Refining, made the poorest growth showing. 

This trend was probably a logical one. The old-line 
are anxious to maintain their sound financial records 
and position and hence are inclined to take smaller 
risks. Comparative newcomers such as Hunt Foods 
and Stokely have operated more aggressively, bene- 
fitting by the huge wartime demands and the de- 
velopment of new lines such as frozen and dehy- 
drated foods. Of course part of the growth usually 
reflects acquisition of other companies by exchange 
of stock or otherwise. 

The food companies prosper during inflationary 
periods when they benefit by inventory gains and 
increased demands for food; they suffer from price- 
cutting during depression times. Some are able to 
stabilize their earnings through quick turnover, 
“hedging” on raw materials, adjusting purchasing 
policies to price trends, regulation of promotional 
expense. During the 1930’s competition reduced 
profit-margins for many companies, and a few of 
them were “‘in the red” in 1932 and 1938. 

During the war there was business enough for all, 
but OPA ceilings and excess prof- 
its taxes held back net earnings in 
relation to soaring sales. With the 
elimination of both these handi- 
caps, earnings jumped sharply for 
many companies in 1946. How- 
ever, some companies encountered 
inventory losses in the latter part 
of the year which detracted some- 
what from the showing. 


495 











During 1945—7 makers of pro¢essed foods were 
busy rebuilding inventories and restocking the 
shelves of retailers and consumers. The 1946-7 pack 
of fruits and vegetables was about twice the prewar 
oe. resulting in heavy inventories and price 

ecline. 


Canners’ Troubles 


The canners’ troubles have perhaps been exag- 
gerated, however. The total cases of canned goods, 
including the carryover from the prior year and 
the pack for the 1946-7 season, has been estimated 
at 573,000,000, with the carryover estimated at 
80,000,000. Thus the ratio of the carryover to total 
goods was only about 14%—larger than the two 


previous years but much smaller than the prewar 
ratios. The Department of Commerce has even stated 
that “for some items carryover stocks at the close 
of the 1946-47 season are certain to be smaller than 
is desirable.” 

A few items were undoubtedly over-produced, such 
as citrus fruit juices and peas. But fruit juices do 
not constitute a large proportion of the pack of any 
of the major canners. Moreover, profit margins are 
better on civilian business than on government or- 


ders. It had been feared that the increased use off 


canned goods during the war by civilians would de-} 
crease, but this has apparently not been the case 
thus far. Housewives continue to use more than their 
prewar quotas, more than offsetting the loss of gov- 
ernment shipments to the armed forces. 











Pertinent Statistics on Leading Food Processors 








Net 1936-9 1946 1947 
Book Current Avge. Fiscal Yr. 
Value  Assets* Net Net Net 


Dollars Per Common Share 


Interim 





Current Price- Invest- 
12 Months Recent Earnings ment 


Dividend Price Ratio Rating COMMENTS _ 





Beatrice Foods $48.20 $16.20 $3.15 $10.03 





$1.17 My3 $3.35 $48 4.8 


Al Third largest dairy company, has an 
interesting growth record. While earn- 
‘ngs may decline from last years record 
levels tthe $3.05 dividend should be 
maintained. 





Beech-Nut Packing (a) 10.10 1.72. ‘(1.73 





1.30 Jeb 


1.20-5/7 31 17.9 A+] Company has had an extremely stable 
earnings and dividends record. The 
$1.40 dividend rate appears reasonably 
safe, since earnings may increase. 





Best Foods... 16.55. (13.30. 63. ~+2.06 


2.76 Mr9 


2.20 24 11.6 C+ | Leading margarine producer. Earnings 
for the June 30th fiscal year are forecast 
at around $3.75. The strong cash posi- 
tion should permit a further increase in 
the dividend rate. 





Ts oo 33.53 14.10 1.66 4.64 


2.45 44 9.5 Al Widely diversified, and has a sound 
growth record. Earnings may decline 
moderately this year, but the $2.40 divi- 
dend should be maintained. Financial 
position is excellent. 





California Packing... 62.91 1850 2.00 946 .... 





Somewhat irregular prewar record but 
earnings jumped sharply last year. Even 
with a substantial reduction in 1947, the 
$1.50 dividend rate seems conservative. 


1.50 > wi 6& 





Clinton Industries 26.13 ‘17.70 No? Wa7y 


1.88 Mr3 


Ranks third as a corn processor. The 
current dividend rate ($2.40) appears 
liberal, but is supported by increasing 
earnings and strong cash position. Long 
term outlook considered favorable. Lib- 
eral yield. 


2.60 36 7.6 B— 











Consolidated Grocers... 9.27 5.95 N.A. 3.09 


4.26(e) 


F : Has excellent growth record since 

aad “6 s2 ctl formed in 1941. Sales for fiscal year 
ended June 28th were up |5% indicating 
a possible gain in net. Stock appears 
reasonably priced in relation to earn- 
ings and dividends. 





Continental Baking... .99 Nil 81 5.68 





88 Mr3 





F " A mediocre record prior to last year’s 

2.00 15 2.6 C+ big earninas gain. The $2.00 dividend 
rate (including extras) returns a very 
high yield. Cash position improved. 





Com Products Refining. 32.84 9.30 3.25 4.71 


3.21 Jeb 


x 4 Investment type issue with relatively low 

=e 66 140 oI yield. Dividend fairly liberal, but pro- 
tected by exceedingly strong cash posi- 
tion. First half earnings large, second 
half might be hurt by crop damage. 





Cream of Wheat... 7.35 6.13 2.07 2.47 


49 Jeb 


0.5  C+2 Long stable record of earnings and 
10.6 C+2 dividend. Profits may decline this year, 
but $1.60 dividend, paid for some years, 
appears safe. 


1.60 26 





General Baking... 11.50 ry) 87 2.09 


TL Mr3 


| Irregular record but dividends have 
™ 10%, - c+I rote. consistently paid and the present 
90c (inclyding extras) may be safe 
enough for the present. With higher 
costs, profits may decline somewhat. 





General Foods wo 20.52 12.20 2.45 3.25 


1.28 Jeb 


B—|. Second quarter net shows slight down- 
trend but $2 dividend seems well se- 
cured. Long record for stabiity. 


2.00 ar 29 





General Mills... 23.70 9.10 1.65 2.91 


3.91 My 


AQ. Established leader in the flour milling 
field. The company has a sound record. 
Current profits plus a strong cash posi- 


tion protect the present $2.25 rate. 


2.25 53 136 | 











Heinz, H. J. ne 47.77 27.60 ~—2.74(c) 3.19 


2.03 Océ 


7 z Well-known trade name (57 Varieties) 

' 35(b) ” ones Al and a record of steady qrowth. The cur- 
rent dividend rate of $1.80 should be 
maintained even if earnings decline 
somewhat from recent levels. 











*—After senior securities. 

(a)—All figures adjusted for 3!/2-for-! split March, 1947. 
'b)—$1.80 is indicated for the 1947 year. 

(c)—1937-9 Average. 

(e)—For 40 weeks ended April 5. 








Mr3—For 3 months ended March 31. 
Mr9—For 9 months ended March 31. 
My3—For 3 months ended May 31. 
Oc6—For 6 months ended October 30, 1946. 
N.A.—Not Available 

My—For Fiscal Year eded May 31. 
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The big companies are doing all they can through 
research and promotional work to maintain the pop- 
ularity of their goods with home consumers. They 
are also trying to diversify and spread their seasonal 
inventory risks. Some of them are developing ‘“‘non- 
seasonal” pack items, the materials for which do not 
have to be bought well in advance of canning. Some 
of the companies are spreading their plants geograph- 
ically, thus diversifying operations and reducing 
shipping costs. 


The canning industry has asked the Department 


of Agriculture to place export bounties on canned 
goods when these become “surplus” and prices de- 
cline. Sentiment in Washington is said to favor this 
move and Congress will not have to be consulted. 
Canned vegetables which might be early candidates 
for subsidies are peas, beans and sweet potatoes, 
dried fruits such as raisins and prunes, and per- 
haps a few canned fruits. 


(Please turn to page 513) 








Pertinent Statistics on Leading Food Processors — (Contd.) 








—Dollars Per Common Share 


1936-9 1946 1947 
Avge. Fiscal Yr. Interim 
Net Net Net 


Book 


Value 


Current 
_Assets* 


Current Price- Invest- 
12 Months Recent Earnings ment 
Dividend Price Ratio Rating 


COMMENTS 


Hunt Foods... $30.8" 
Hygrade Food Products... 


Libby, McNeill & Libby 13 


39.4 


53 7.95 





89 $19.20 deficit 


$1.45 Fe $8.50 Nv? 


Nil $211.25 





24 18.80 deficit 


18.15 


$2.00 29. 





$ .50 


1.36 





| National Biscuit 


| National Dairy Products... 22. 
Ww 


| Penick & Ford, Ltd.(a)..... 34. 


| a 


Pillsbury Mills 


Purity Bakeries ea 


Standard Brands. 24. 





Stokely Van Camp... .-‘17. 
X 
. 26. 


Sunshine Biscuits 


United Biscvit(b) ‘12. 


ce 40.02 


47.60 


<7 





6.00 1.69 
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1.00 
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“ie F2 
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3.25 0~—~=CO4N 





Ward Baking pee. 10 


40 


Nil deficit 


4.58 1.35(e) 


1.25 a 
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6.6 
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C+ 


C+! Has enjoyed a mushroom growth in 


sales and. earnings, largely through 
mergers. With ithe stock selling at 2'/2 
times last year's earnings, a sharp de- 
cline in profits seems discounted. Divi- 
dend outlook uncertain. 


Very rapid growth and sensational rise 


in earnings since the prewar deficits. 
Dividend is irregular, with possible $2-$3 
this year. 





Al 


a 


BIS 


_tive appeal. 
Growth company, 


Old-liine company, somewhat over-capi- 
talized in relation to earnings. Irregu- 
lar record. Probable earnings’ decline 
raises some uncertainty regarding main- 


_tenance of 75¢ dividend. 


Conservative leader of the biscuit in- 
dustry with strong cash position and 
stable earnings-dividend record. The 
stock, an investment type issue, returns 
an adequate yield, but lacks specula- 


leading its field. 
While earnings may decline moder- 
ately, the $1.80 dividend will probably 
Financial 


be maintained. position 


sound. 


Conservative, old-line maker of corn 
products. Earnings outlook favorable, 
continued year-end extra dividend 
likely. Recent split-up may improve 
market activity. 


Specializes in evaporated milk and has 
a fine growth record. The $1! dividend, 
paid for many years, appears conserva- 
tive and might well be increased. Earn- 


ings outlook seems favorable. 


Second largest in the flour industry. 
Dividends have been fairly liberal, but 
the present rate appears likely to be 
maintained. Earnings may have passed 
their peak since wheat prices appear 


_likely to decline later this year. 


Has a large ‘cake business and hence 
the business is somewhat cyclical. The 
$2.40 dividend appears fairly safe de- 
_spite an indicated decline in profits. 


C+1 A leader in yeast, coffee and distillery 


products. Well managed and sound 
financial position. Earnings stable, but 
may recede from last year’s high levels. 
Dividend appears reasonably safe. 
Yield above average. 


C+] Second largest producer of frozen. foods 


but with other important lines has en- 
joyed rapid improvement since deficits 
of 1937-8. $1 dividend seems reasonable 


_even with anticipated earnings decline. 


“Second largest cracker and cookie com- 
pany with sound growth record. The $3 
dividend seems a little high in relation 
to earnings record. 


ee “Third largest cracker company. . Earn- 


et 


_ sible earnings decline. 


ings generally stable for many years, 
increased sharply in 1944-6. Shares sell 
on investment basis. Present dividend 
appears likely to continue, despite pos- 


Has an irregular earnings record and 
profits seem likely to recede from last 
year's high level. Dividend payments 
may be maintained for the present, 











*—~After senior securities. 
(a)—AIl figures adjusted for 2-for-I split April, 1947. 
(b)—AIl figures adjusted for 2-for-1 split May, 1947. 
'x)—Plus 5% Stock. 
(c)—1937-39 Average. 
(e)—For 27 weeks eded July 5 








however. 


 (#)—For 16 weeks ended April 19. 


Fe—For year ended February 28, 1946. 
Mr3—For 3 months ended March 31. 


Je6—For 6 months ended June 30. 


Nv9—For 9 months ended November 30, 1946. 
My—For fiscal year ended May 31. 
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The Personal Service Department of THE MaGazINe oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Averaging Costs? 

I have several stocks purchased near 
the highs of last year and am wondering 
whether I should not purchase more of 
these issues at current lower level so 
that I can average my cost and thus be 
able to recover my losses quicker. What 
do you advise? 


P. H., Bronx, N.Y. 


Whether it is wise to purchase 
additional shares in an issue that 
has declined sharply, in order to 
average costs at a lower level, de- 
pends on the merits of the par- 
ticular security and its prospects 
for recovery. Investing more 
money in an issue that has turned 
sour may be sending “good money 
after bad” or just increasing one’s 
losses. However, if the stock has 
declined in line with the general 
market but earnings, dividends 
and prospects continue favorable 
and the selling subsides and sta- 
bilizes, then an upturn can be ex- 
pected and additional purchases 
are justified. 

An investor should not attempt 
to average costs in an equity with 
declining earnings and poor pros- 
pects just because he will not ad- 
mit making a mistake in the orig- 
inal purchase or where some ad- 
verse development in the company 
that was difficult to forecast, 
caused the decline: The most ex- 
perienced and astute traders 
sometimes make mistaken pur- 
chases but when they realize the 
situation is not good, they may 
retain the issue temporarily for a 
better market or sell out entirely 
immediately. There are always op- 
portunities in the market to make 
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profitable investments and there- 
fore one has to maintain a flex- 
ible attitude. 

A good way to determine 
whether additional purchase is 
warranted is to compare values at 
current market and ask yourself 
“ if you did not own any of this 
particular issue would you buy it 
now as representing an outstand- 
ing value?” 


Lehman Corporation 
Please advise net asset value of Leh- 
man Corporation as stated in their most 
recent report, compared with last year’s 
figures and also wmportant changes in 
Trust’s portfolio. 
Mrs. W. F.., Dayton, Ohio 
The net asset value of the Leh- 
man Corporation at the close of 
its fiscal year on June 30, 1947 
was $47.53 per share. This value 
is after the payment of a dividend 
of $3.65 per share on June 25th 
of which $3.01 a share constituted 
a distribution of capital gains 
realized during the year. Net as- 
set value was $59.02 at the close 
of the previous fiscal year. Com- 
parison of the current report with 
previous statements of condition 
shows that during the 12-months 
period sale of portfolio securities, 
excluding U. S. Government 
Bonds, exceeded purchases by 
$8,910,412. During the last quar- 
ter of the fiscal year, however, the 
Corporation added somewhat 
more to its holdings than it sold. 
Common stocks accounted for 
74.4% of the value of gross assets 
on June 30, 1947 as compared 
with 83.2% a year earlier. Gross 


assets at the year-end amounted 
to $93,450,111 of which $69,535,- 
507 represented the value of the 
common stock portfolio. Cash, re- 
ceivables, and U. S. Government 
obligations totaled $13,247,637. or 
14.2% of gross assets, compared 
with $9,389,089, or 8.1% as of 
June 30, 1946. During the fiscal 
year the corporation realized net 
investment profits of $6,369,280. 
Net ordinary income, chiefly in- 
terest earned and cash dividends 
received, after operating ex- 
penses, amounted to $3,399,904, 
the largest in the corporation’s 
history. Of total dividends of 
$4.55 per share paid during the 
year, $1.54 was paid out of net 
ordinary income. Net unrealized 
appreciation of the corporation’s 
assets on June 30, 1947 was $27,- 
666,055. 


During the fiscal year, reduc- 
tion in common stock holdings was 
most pronounced in the automo- 
tive, rubber, merchandising and 
miscellaneous manufacturing 
fields. The chief additions to the 
portfolio were the oil, the build- 
ing and construction industries, 
50,000 shares Louisiana Land and 
Exploration, 2700 Skelly Oil, 5,000 
shares Texas Pacific Coal and Oil, 
8,000 U. S. Gypsum and 3,300 
Johns Mansville being added. Also, 
$2 million American Telephone 
and Telegraph 234% convertible 
debentures of 1961 were acqulred. 


During the final quarter of the 
year, the chief additions to the 
common stock portfolio consisted 
of 41,000 shares Gulf State Util- 
ities and 18,000 shares of Johnson 
& Johnson, both new holdings. An 
additional 25,000 shares of Louis- 
iana Land and_ Explorations 
brought total holdings in this 
company up to 50,000 shares, and 
7200 shares of Sears Roebuck 
were added to the 39,000 shares 
already held. In the air transport 
field, 14,600 shares of United Air- 
lines were added to existing hold- 
ings, as well as 10,000 shares of 
Eastern Airlines and _ 11,000 
shares of American Airlines. 
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Keeping Adbreast of UP ILIA 
« and Company News ° 


Widely held conceptions that high prices and bottlenecks have nearly 
strangled the building industry, normally the spearhead of all major booms, may soon 
have to be revised, in the light of recent well qualified opinions backed by authori- 
tative data. This despite continued counter claims. 





According to Forrest W. Parrott, president of the Associated General Con- 
tractors of America, buyer resistance to high prices is delaying $10 billion of 
planned construction in the United States, not to mention another $40 billion not yet 
at the blueprint stage. 


Doubtless there is more than a grain of truth in the wishful thinking of 
construction planners that prices will fall, but Bror Dahlberg, president of Celotex 
Corporation points out that the "avalanche" of deferred demand is so tremendous that 
even at todays high prices housing is a good buy. He thinks that a healthy over-all 
trend is developing for the building industry. 


As for the figures that support optimism, Dun & Bradstreet, report that 
building permits issued in 215 cities in June involved more than $280 million, with 
one exception the largest total for a month reported since April, 1929. In New York 
City alone permits amounted to $53.1 million, triple the figure for the same month 
in 1946. 


Housing Expediter Frank R. Creedon, too, announces that- 75,000 new permanent 
houses were started in June, marking an uptrend compared with May and also with 
June, 1946. During the first half of 1947, he says that 358,000 new units were 
started and 362,800 were completed, the latter figure comparing with 128,600 in the 
first half of 1946. The June record was the best in 20 years. 


Looking ahead a bit, this same Government authority believes that expendi- 
tures for new construction of all kinds during the full year 1947 will total ap- 
proximately $12 billion, somewhat less than hoped for early in the year but about 20% 
above the 1946 showing. Industrial construction alone accounts for $1.7 billion of 
the total estimate, and residential build’ng 4.15 billion. 























-The Securities and Exchange Commission now is out with some April statistics 
that reveal an uptrened in new securities offered by corporations to finance their ex- 
panding treasury needs. Compared with the monthly average of $346 million for the 
first three months of 1947, a total of $449 million for April appears significant. 
Output of new securities in the form of preferred stocks and equities reached a new 
high since August of last year. 





After months of waiting for more favorable market conditions, Armour & Com- 
pany have at last taken definite steps to implement their recapitalization plans. 
Proceeds from the sale of 35 million 3 1/2% debentures to a group of insurance com- 
panies will retire $21 million outstanding debt issues as a starter. ° 
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Then also called for redemption is all outstanding 7% preferred and all but 
500,000 shares of 6% prior preferred. And by clearing up $16.50 per share of arrears 
on the latter senior stock issue, the last barrier to resumption of dividends on the 
common stock has been cleared away, previded the directors become liberally minded 
on that score. 


Regardless of all the wide spread talk about a coming recession, confident 
investors in the last three months have been buying into strong concerns in a signi- 
ficant manner. Among several managements reporting additions to the number of their 
sHareholders is that of E. I. du Pont de Nemours for example. No less than 3,764 
new stockholders were added to this company's list during the meagan quarter. Total 
shareholdsrs in du Pont are now 91,538. 


Owners of Province of Buenos Aires dollar bonds are rejoicing now that these 
issues of every description have been cal. ed for redemption on their next interest 
date. At that, though, the lower rate bonds accepted in 1935 as a substitute for the 
old issues bearing from 6% to 7 1/2% have proven a sound investment. 








The steel industry is pushing fast ahead towards production rates established 
prior to the trouble in the coal fields. ~ or the week beginning July 21, it is thought 
the operating rate of concerns having 94% of the total steel capacity will have 
risen to 93.1%, compared with 95.6 a month ago. 





Sales of the gas utility industry continue to reflect the widespread expan- 
Sion in industrial activity. May volume was up 14% over sales for the same month 
in 1946. Natural gas sales stood at 208% of the 1935-39 average, attesting to the 
increasing popularity of this fuel. 





Owners of old automobiles discouraged over prospects of buying a new car are 
buying a surprising number of new engines to replace worn out motive power. Accord- 
ing to John D. M. White, in Automobile Topics, General Motors sold more than 192,000 
replacement motors in 1946, Chrysler about 250,000 and Ford 167,952. 


This same source estimates that due to the lag in output of new automobiles 
and increasing depreciation of cars in use, total dollar volume of parts sold by the 
industry in the current year may reach $2.25 billion, compared with $1.75 billion 
in 1946. 


Latest concern to join the ranks of stock splitters is Brown Forman Dis- 
tillers Corporation. Directors of this conceren have approved a 2 for 1 split, but 
Since they also propose to boost dividend distributions twofold in the process, they 
have not yet hit upon the exact plan, pending a ruling from the Treasury Department. 











Reports from Washington -tthat the War Assets Administration at long last is 
nearing the end of its tremendous campaign to dispose of innumerable kinds of surplus 
merchandising will bring relief to many investors who have worried lest the bargain 
sakes might hamper the progress of their pet enterprises. 





For a long time past, the superabundance of machinery and tools offered by 
the Government at cut rates has caused a lct of seemingly needless apprehension. 
Donald Millar, chairman of Greenfield Tap & Die Corporation, reports good busi- 
ness, and his concern is running on two-shifts. Other sources predict that tool sales 
for the third quarter are likely to expand, for industrial buying has risen sharply 
in recent weeks. 








The Electric Supply division of Westinghouse Electric Corporation foresees a 
vast expansion in the farm market for electrical equipment. A potential $5 billion 
dollar market during the next five years they consider now assured by present elec- 
trification of 3 million farms and prospects that this number will expand to 4.5 
million. 
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he 1947 tobacco crop was off to a slow start but while 
re below 1946, it will still be good. The industry should 
ave strong earnings this year and tobacco shares 
d- pffer sound yields and long term growth potentials. 
90 
By J. C. CLIFFORD 
P Y n our June 21, 1947 edition, on page 332, we had _ eral outlook is good. 
a brief foreword to this more comprehensive article on Naturally, this does not apply to all types of tobacco 
the tobacco stocks, because we felt tobacco shares products. Use of snuff and chewing tobacco is rela- 
could be purchased then, despite the fact that our tively stable but is in a long-term downward trend. 
market barometers had not yet signalled general buy- Smoking tobacco and cigar consumption are on a 
ze ing, as they - sky 10th ey stated: a more-or-less stable basis for the longer term. 
2 ...in good or bad times, the earning's and dividen ‘ Racial : : i 
Es records of the leading companies have been outstand- PA gg the = pn — ~~ 
ing. In order of sales they are American Tobacco, Ahout two-and-one-half fold over the past 20 years. It 
R. J. Reynolds and Liggett & Myers. Their earnings, gxnanded 80% from pre-war 1939; and in the worst 
iS with price adjustment effected last Autumn and more or the depression from 1929 te 1932 it declined only 
normal margins restored, will show additional wide Oo athe te iba i = salient or “ts 
gains this yar The three stocks cited above offer 28%. OR minor resessions in business and national in 
attractive yields and appear soundly priced for longer- 7 . = , 
term investment purposes...” 
Those of our readers who acquired these stocks Crop Outlook Below 1946 
when this issue of the Magazine reached subscribers 
and the newsstands now have a total of between 8 : The 1947 tobacco crop had a slow start. Blue mold 
s and 10 points profit on them. However, this modest in seed beds was wide-spread. Cold damp weather 
rise has not lessened our approval of these issues for Yetarded early progress. June was quite a favorable 
current purchase for longer term investment enhance- month for both growth and cultivation in earlier 
ment and dependable income purposes. fields and for setting plants in late planted fields. 
a Total acreage of all types of tobacco for 1947 is 
“ A Growth Industry about 214% below that of 1946. 
, Despite these handicaps, however, the total tobacco 
The tobacco industry is a consistent growth indus- production for 1947 is currently being estimated by 
try showing income gains as national income rises_ the U. S. Department of Agriculture as 2,101,000 
and being affected only moderately in periods of de- pounds. In 1946, 2,312,000 pounds were produced. 
pression. With a record of 60 million now employed However, while this year’s crop will be under last 
. in the United States and with consumer incomes high year’s, it must be emphasized that it is substantially 
—and likely to move upward as a result of the recent greater than in any previous year so there is no con- 
hike in wages in the coal mining industry—the gen- cern over shortages. 
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Higher Prices Help Offset Higher Costs 


Profit margins for tobacco companies were pressed 
down from 1942 to 1946 by rising costs, on the one 
hand, and by then existing OPA price control and Fed- 
eral Income and Excise Profits Taxes on the other. In 
1946, however, price increases on cigarettes in April 
and October totaled 1c a pack, helping to widen mar- 
gins. While in effect for only part of last year, this 
aided net income and should be of more help in 1947. 


The major cost item for the tobacco companies is 
leaf tobacco. Like other commodities, tobacco fluc- 
tuates widely in price but these price changes are 
moderated by the practice of averaging inventories 
over a two-to-three-year period, in the case of cig- 
arette leaf tobacco. A tripling of tobacco prices forced 
major companies to accumulate large dollar amounts 
of inventory and prospects for 1947 are closely linked 
with the prices which will prevail in next Autumn’s 
market period. Any decline in tobacco costs would add 
to revenues later this year. Turnover of inventory is 
close to a year’s sales so there is no prospect of any 
serious inventory loss. 


The second cost in order of importance is that for 
advertising expenditures. These have been increasing 
in an effort to swerve the allegiance of smokers from 
one brand to another. 


Payrolls are not an important cost factor. The 
average weekly wage among tobacco manufacturers 
was $35.19 in March, 1947, the latest figures avail- 
able from the U. S. Department of Labor. This com- 
pares with $32.48 a week in April, 1946. This increase 
cannot be regarded as excessive, although some addi- 
tional payroll may be expected in the future. 


Taxes are heavy on tobacco products, especially 
cigarettes. In addition to the Federal Excise Tax, of 
7c for a package of 20, there are 31 states that levy 
taxes from 2 to 6 cents a pack. However, the indus- 
try has been far more successful than the public util- 
ities in passing taxes on to the consumer. 


Battle of the Brands 

Demand for the older, nationally established cig- 
arette and cigar brands, reasserted itself, once the 
distortions of reconversion were cleared away. At the 
end of last year, American Tobacco’s Lucky Strike 
was undisputed as the country’s leading .cigarette 
with 32.1% of the tax-paid cigarette output. R. J. 
Reynolds’ Camels was second with 27.5% of output; 
Liggett and Myers’ Chesterfield was third with 20.2% 
and Philip Morris had 7%. P. Lorillard’s Old Gold was 
fifth with 4.3% of output, American Cigarette and 
Cigar’s Pall Mall was sixth with 3.15%. 

Figures are available on an annual basis only and 
it is difficult to measure the trend during the year. 
Various sections of the country have their own favor- 
ites. The Crowell-Collier Research Department in 
July issued a survey made among their readers as to 
the popularity of brands. The order of preference re- 
mains the same as it was at the end of 1946, although 
the three leaders do not show quite as strong a dom- 
inant percent. However, this survey was made on 


only 4,593 persons and it is only natural that the 


variations in favor of the smaller selling brands 
may have been accentuated. 
Market Policy 

Leading tobacco company shares showed greater 
depreciation than the market as a whole early this 
year. Some of this unsettlement was caused by weak- 
ness in American Tobacco due to the sale through 
subscription rights of 896,404 additional Class B 
common shares on a poor market. We believe that 
weakness was not justified and that production, con- 
sumption and profits margins are sound. Tobacco 
stocks may be included in a well-planned and soundly 
constructed investment portfolio. 

For the investor American Tobacco Company, Lig- 
gett and Myers, and Reynolds are our favorites. 
Cigar companies are more speculative. Snuff com- 
panies have some limited appeal. Statistics in accom- 
panying table will aid you in deciding those issues 
which are best suited for your purposes. 



























































Position of Leading Tobacco Companies 
= Net Per Common Share Current Divi- Price- _Invest- 
1938-41 1942-45 1946 1947. 12 Months Recent dend Earnings ment 
Avge. Avge. Fiscal Yr. Interim Dividend Price Yield Ratio Rating 
7 Tay a ee . i 27. .... ; 9 Stable investment issue, ing divi- 
American Snuff .. $2.91 $2.11 $1.97 $2.00 $35 57%, 17.7 B2 dends since i. “Growth "prospec 
imited. ividend not earned. 
American Tobacco B........ 4.97 4.01 5.96 $1.53Mr3 3.50 77.45 12.9 Al Largest manufacturer tobacco prod- 
Ww jee msenal Gubtand coup us uatiored 
SS or ‘- Kise LQ. meas ay: ca ea Leading ! - ic do i r mak . Exe 
Bayuk Cigars . 2.00 1.64 2.38 1.69 Jeb 1.62'/ 24 6.8 10.1 BI perancing’ ierecped. demand." 305 
oe iach quarterly dividend may be raised. _ 
General Cigar... 1.97 1.75 2.76 .76 Mr3 1.75 28 6.3 10.1 C+] Largest manufacturer of lower priced 
brands. 1947 earnings should increase 
er _— Ror yrouge 4 dividend 
is Pye may be supplemented by extra. 
Tar Sk eee = Een 852° 3) 4. 57 7 i Snuff company, sales stable, growth 
Helme, G. W......... .. 5.50 3.92 2.59 00 0 22.0 A2 limited. Y not earned by will probably 
ify a, e continyed wit inances strong. _ 
; z y 3 39 4, 9 4, z Chesterfields a big seller. Outlook for 
— & Myers. 5.86 4.40 5.3 00 | 4 16.9 Al income wenn good. “4 dividend paid 
eo eae eles ae i ee TOS eT Te: ee ee ast year may be bettered. 
Lorillard... 7 . 1.65 1.39 1.25 1.00 20 5.0 16.0 B2 Makes Old Golds, cigars, manufactured 
gig ——— Prospects aoa 
z will probably remain unchanged. _ 
Philip Morris... 4.36 3.23 2.67 2.04 Mr 1.75 34 5.1 16.6 B2 Philip Morris cigarettes fourth largest 
seller. Earnings increasing. Paid 37!/c 
one dividend 4/15/47. May pay $2.25 
IS ee ee es - oP MN! ‘or year. ee ee 
Reynolds Tobacco B....... 2.45 1.88 2.62 1.75 42 4.2 16.0 A2 Second largest cigarette maker. Earn- 
ings in upward trend. Declared $.45 
W dividend for Aug. 15, 1947 vs $.35 in 
q.. ee eee Soe eee ms ek are Previous quarters, 7 7 
U.S. wenacce.....5..) Aire 1.23 1.11 1.20 20 6.0 18.0 B2 Largest producer of snuff also makes 
smoking tobaccos. Sales stable in 1947. 
$1.20 ower will eres, earn- 
NT SSE a ee Te Ee aes eee tet ings probably up little. < 
Mr—For Fiscal Year ended March 31, 1947. Je6—For 6 months ended June 30. 
Mr3—For 3 months ended March 31. 
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Earnings 


If there is further market rise— 
as seems probable on the basis of 
the technical indications as this is 
written—you will read in the 
papers that publication of the gen- 
erally good first half-year earnings 
reports has much to do with it. 
That is a naive view. Continued 
good earnings for this period have 
long been certain, and for stock 
market purposes are pretty much 
water over the dam. The new fac- 
tor in the market (new since May) 
is the spreading belief that busi- 
ness and earnings will be better 
for the second half at least, and 
maybe even beyond it, than had 
previously been anticipated. The 
market looks ahead not behind. 
The first half is behind, and the 
earnings reports therefore are 
history, not prophesy. 


Look Closely 


Although the profit statements 


PROFIT 
INCOME 





so far issued represent a fairly 
small sample, this column notes a 
perhaps significant percentage of 
instances in which, while net for 
the half year showed a good gain, 


second quarter earnings were 
materially under those of the first 
quarter. This will bear watching, 
for behind the impression of well- 
maintained profits conveyed by 
half-year statements may be the 
reality of a downtrend, even 
though moderate, in quarter-to- 
quarter earnings. The first quar- 
ter profit total was not signifi- 
cantly above that of the fourth 
quarter of last year. With sellers’ 
markets ended in certain pro- 
ducts, earnings can decline from 
previous abnormally high levels, 
even with production continuing 
at about the peak level as is the 
case so far. Indeed, the writer 
will venture the opinion that 
the first quarter probably will 
prove to have established the peak 
quarterly earnings rate for many 
companies, for this postwar busi- 








Acme Steel 


; | 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 
| 





Anchor Hocking Glass 





Christiana Securities 





Eaton Mfg. 





General Plywood 





| Hercules Powder 





Magma Copper 





Monarch Machine Tool 





Pacific Mills 





Plymouth Oil 





1947 1946 
June 30 quarter $2.11 $1.05 | 
12 mos. June 30 6.09 4.49 | 
6 mos. June 30 74.07 55.05 | 
6 mos. June 30 3.91 1.04 | 
6 mos. June 30 3.84 1.41 
6 mos. June 30 2.69 1.30 
6 mos. June 30 1.63 77 
6 mos. June 30 1.69 1.35 
6 mos. June 30 4.18 sas | 
6 mos. June 30 1.50 75 | 
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ness cycle. 
Speed 


At the rally high of July 14 the 
Dow industrial average had risen 
a little over 22 points, on the basis 
of daily closing prices, in less than 
eight weeks. It rose moderately 
more than that, over a somewhat 
longer time, in the summer of 
1937, then went into a nose dive. 
Without implying any compari- 
son, this column opines that fast 
rise usually increases, rather than 
decreases, the risk involved in 
buying stocks. It will hastily add, 
however, that the market cur- 
rently does not look toppy, that 
the bet is up for a futher period of 
quite unpredictable duration, and 
that strength will probably fan 
out on a selective basis into more 
speculative issues which thus far 
appear behind the market. 


Chrysler 


Chrysler has long been this 
column’s’ favorite . automobile 
stock. The whole industry, of 
course, has an excellent sales 
and profit outlook for at least 
1947-1948. One reason why Chrys- 
ler has been a star performer in 
the group is the 2-for-1 stock 
split, which has whetted specu- 
lative appetites. The stock has 
now sold up to the equivalent of 
125 for the old issue, and might 
well be substantially higher by 
the time you read this item. For 
comparison, some previous highs 
were 141 last year, 14014 in 1945, 
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13514, in 1937, 13834 in 1936 and 
135 in 1929. The 1936-1937 bull- 
market high was only slightly 
. more than 9.7 times peak prewar 
earnings of $14.25 a share in 1936. 
The company might earn better 
than $7.50 on the new stock this 
year (over $15 on the old stock), 
but it has the abnormal advan- 
tage-as does most of the industry 
— of a long run on old models, 
without expensive new tooling. 
Taking the latter into account, 
$7.50 or slightly less might be the 
maxium true earning power. If so 
the stock is priced at a little over 
8.3 times earnings. This column’s 
conclusion is that its favorite 
motor stock may go higher but is 
well up in bull-market territory, 
and hence can probably be con- 
sidered a better sale than buy on 
further periods of strength. 


Low-Priced Motors 


The low-priced auto stocks are 
now attracting increasing specu- 
lative interest. It is argued that, 
whatever their long-term competi- 
tive outlook, they can at least sell 
all the cars they make over the 
next couple of years or so, that 
they can make pretty good money 
for this period, and that the 
stocks are underpriced, relative to 
this earning power. That may be 
so; and the stocks may go well 
higher. But it is undeniable that 
the earnings are abnormal, and 
you might as well toss a coin as 
try to figure out how far specula- 
tive buyers will go in the market 
valuation of abnormal earnings 
and for how long. As usual when 
the speculative public begins to 
get “itchy’’, the stocks are already 
well up from their lows. At rally 
highs to this writing, Hudson is 
up 44% from its May low; Nash- 
Kelvinator 30%, Studebaker 45% ; 
Willys-Overland 538%; Packard 
about 20%; Kaiser-Frazer 60%. 
This compares with 48% for 
Chrysler and less than 20% for 
the slow-moving General Motors. 
Of the independents, Studebaker 
is the best company; and its pres- 
ent line, representing the first 
really advanced postwar cars to 
reach the market in volume, has 
made a big hit with buyers. 
Tooling costs for a long time to 
come are behind Studebaker, 
ahead for most of the others. 


Some Estimates 
Although well up from their 


lows, the majority of oil stocks 
are still selling around 7 to 8 times 
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estimated earnings (recently re- 
vised upward) for 1947, compared 
with 12 to 16 times earnings for 
most of the better-grade oils 
(more than that for speculative 
issues) at the top of the 1936- 
1937 bull market. A few earnings 
projections are: Continental Oil, 
$6.25 a share; Gulf, $9; Mid- Con- 
tinent, $8.50; Ohio, $3.75; Phil- 
lips, $6.25; Pure Oil, $4.25; Shell 
Union, $3.25; Skelly, $13; Stand- 
ard Oil of California, $7.75; 
Standard of Indiana, $6; Stand- 
ard of New Jersey, $10.50; and 
Texas Company, $8.50. Some of 
these figures could be topped, 
given a further rise in oil prices, 
for which there is more than an 
even chance. On the record, as 
this column has noted before, it 
would take more than a moderate 
business recession to pull down 
oil earnings, via lower prices. It is 
the column’s view that these 
stocks will continue to hold better 
than the market in all future sell- 
off periods, that they are entitled 
to sell higher in time; that fur- 
ther short-term percentage gain 
in the leaders will probably be 
rather moderate; and that for the 
rest of this general-market recov- 
ery phase the speculative lower- 
price oils will be the best trading 
bets in the group. Their earnings 
gains in most instances will com- 
pare pretty well with those of 
— larger companies as we have 
cited. 


Phillips Petroleum 


Recently put on a $3 dividend 
rate, against $2 before, Phillips 
at current price offers a secure 
yield of about 4.76%, and a 
long-term growth prospect supe- 
rior to that of the industry. Con- 
sidered in relation to the large 
and permanent increase in volume 
of sales, as compared with pre- 
war, earnings, estimated at 





around $6.25 a share for 1947, 
cannot be called abnormal, for 
they were as high as $5.42 a 
share on much lower volume as 
far back as 1937. Evidently the 
bookkeeping is more than ordi- 
narily conservative. Phillips is 
one of the few large and com- 
pletely integrated oil companies 
(Continental is another) which 
produces more crude oil than it 
refines. It has large and expand- 
ing interests in natural gas, for 
which there is strong long-pull 
growth ahead; and is the biggest 
producer of natural gasoline. The 
stock ranks as a relatively con- 
servative growth-investment, not 
usually subject to sharp market 
movement. 


Rail Earnings 


We note that in the petition 
for higher freight rates the rail- 
roads estimated their combined 
1947 earnings at about $500 mil- 
lion, which would be a big im- 
provement on last year’s poor re- 
sults. But there are two things 
about the estimate which give one 
pause. First, it now takes over $8 
billion of gross revenue a year to 
yield $500 million in net, against 
about $5 billion gross in 1941. 
Thus, the break-even point is 
sharply higher, making rails more 
vulnerable than ever before to 
any decline in traffic, and they 
were always plenty vulnerable. 
Second, the profit estimate is 
based on present costs and rates. 
Another large wage increase is in 
the offing. It is uncertain over 
what period it will be retroactive. 
The concensus is that the roads 
will get about all the rate relief 
they are asking for. However, 
there will be a time lag involved, 
during which retroactive wage in- 
creases will take a big bite out of 
net. This column would not bet 

(Please turn to page 510) 








American Car & Foundry... cccccccccceneeeeee 
Blumenthal (Sidney) 
Eversharp 
General Tire & Rubb 
Hollander (A.) & Son 
Loew’s 














DECLINES SHOWN IN RECENT EARNINGS REPORTS | 





Public Service of New Jersey..................... ee 
Reliable Stores 
Spencer Shoe 
Talcott (James) 

















1947 1946 
Year April 30 $5.26 $5.54 
6 mos. June 30 .23 3.04 
May 31 quarter 58 1.15 
6 mos. May 31 4.06 5.19 
6 mos. June 30 1.13 1.44 
40 wks. June 5 2.12 2.47 
6 mos. June 30 1.21 1.51 
6 mos. June 30 2.15 2.68 
26 wks. May 31 22 52 
6 mos. June 30 75 1.00 
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SUMMARY 








MONEY AND CREDIT—Senate fails to override Presi- 
dent's veto of second tax reduction bill. Federal budget ex- 
penditures for 1946-7 fiscal year totaled $42.5 billion, com- 
pared with $63.7 billion in previous year and the war-time 
peak of $100.3 billion in fiscal 1944-5. Treasury asks U. S. 
banks, business concerns and individuals to shun free gold 
markets where gold sells for more than $35 an ounce. Gov- 
ernment takes steps to stop the long decline in interest rates. 
Initial issues of World Bank bonds, oversubscribed, sell at 
a premium. 


TRADE—Department stores sales in week ended July 12 
were 8°/, above last year. Inventories plus outstanding 
orders declined 6% during May, despite a 5%, rise in sales. 
INDUSTRY—Wage hike granted to coal miners adds fuel 
to inflation fires. New construction picks up sharply. Capital 
expenditures in third quarter expected to reach new high 
record. Industry hampered by sheet steel and box car short- 
ages, but latter is not expected to become so acute this 
autumn as at last year’s traffic peak. Railroads seek freight 
rate increase. 


COMMODITIES—Spot and futures indexes climb to new 
altitudes, then react on profit-taking. Cotton, corn and oats 
yield expected to be under last year. Worldwide shortage 
of fine wools lifts foreign wool to above domestic prices. 
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Owing to the coal miners’ vacation, prevacation walk- 
out and postvacation tardiness in returning to work, Busi- 
ness Activity during the fortnight ended July 19 improved 
only fractionally to a level slightly less than 5% above last 
ne at this time. Shortages of sheet steel and strip are 

ampering production of automobiles and household 
appliances. 
i 

Department Store Sales in the week ended July 12 
were 8%, above the like period last year, compared with 
a cumulative increase of 10% for the year to date. Inven- 
tories plus outstanding orders declined 6% during May in 
face of a 5%, rise in sales. Retail store sales in May, on a 
unit quantity, rather than dollar, basis were 5.6%, smaller 
than a year earlier. 

oe * * 

According to the Commerce Department, expeditures for 
new Construction during June totaled $1,062 million—an 
increase of 22%, over the like month last year, compared 
with a cumulative gain of only 13% for the half ear. Finding 
that the hoped for decline in costs is not materializiing, 
builders again becoming more active. 


* * * 


The SEC reports that American industry expects to spend 
$3.9 billion for plant and equipment during the third quarter 


(Please turn to following page) 























































































































Latest Previous Pre- 
Wk. or or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURE (tf) $b| June 1.50 1.33 2.45 1.55 (Continued from page 505) 
Cumulative from Mid-1940____._. | June 356.5 355.0 339.2 13.8 —a record for Capital Expenditures during any 
FEDERAL GROSS DEBT—Sb July 16 258.4 258.1 267.8 ~—«55.2_—‘three-month period in our history, $100 million 
more than planned for the second quarter and $600 
MONEY SUPPLY—S$b million more than actually spent in the first quarter. 
Demand Deposits—94 Centers July 9 46.5 46.6 45.4 26.1 * * ¢ ; 
Currency in Circulation...........— —— | July 16 28.2 28.4 28.2 10.7 The Association of American Railroads takes 
issue with a Commerce Department recent warning 
BANK DEBITS—13-Week Avge. ‘nila sais sie _ pon of a Freight Car Shortage in late summer “more 
New York City—$b_—____—___—| “UY : . 4 ; serious than any yet experienced.” A. A. R. Presi- 
ih Oke Gate July 19 cin: ities PO Ea ante 
ent iltiam |, Faricy says that we will not see 
INCOME PAYMENTS—Sb (cd) May 13.93 14.06 12.77 8.11 | anything to compare with the car shortage of the 

Salaries & Wages (cd)..._____ | May 9.45 9.26 8.63 5.56 | early '20s, and conditions in this respect should be 

Interest & Dividends (cd)_..___»_ “sted pees a ae 1 better than they were last year.” The carriers in 

Farm Marketing Income (ag) me j : ; ; previous emergencies have shown marvelous effi- 

Includ'g Govt. Payments (ag)__.. | May 2.03 1.97 1.66 1.28 ; ‘ ; 

ciency in loading more tons per car and expediting 
CIVILIAN EMPLOYMENT (cb) m | June 60.1 58.4 56.4 52.6 the return of empties. 
x ok x 
Agricultural Employment (cb), | June 10.4 9.0 10.0 8.9 : : . . 
Employees, Manufacturing (Ib) | Moy 15.3 15.4 14.1 13.8 —— Freight Cars produced in June gained 
4 4 5.7 4. 40 May. 
Employees, Government (Ib) “ts ne #1 “4 % over May man 
UNEMPLOYMENT (cb) m : ; : j Now that there is no longer an OPA to block 
FACTORY EMPLOYMENT (ib4) Apr. 153 154 139 147 compensatory price increases, the Coal mine oper- 
Durable Goods Apr. 180 181 156 175 ators have granted virtually all of Baron Lewis's 
Non-Durable Goods _.._____| Ar. 131 133 125 123 extravagant demands rather than be subjected to 
FACTORY PAYROLLS (ib4) 7. 310 314 255 198 another long period of nonproduction. Prices for 
coal will rise, and so will production costs for indus- 
FACTORY HOURS & WAGES (Ib) } 
Weelly Hous May 40.4 40.1 39.7 40.3 trial consumers of coal. 
M 121.0 118.6 = 107.1 78.1 tele 
Hourly Wage (cents). aad Prices of other products, notably steel after a 
Wediy Wane $i. ___ | May 48.86 47.50 42.51 31.79 
- tactful waiting period in compliance with President 
PRICES—Wholesale (Ib2) July 12 148.3 148.0 120.7 92.2 Truman's request, will then have to be advanced 
Retail (cdlb), Moy 177.1 177.2 145.7 116.2 where circumstances permit. Other powerful labor 
M 1558 186.1 v5.8 102 leaders will strive to emulate Lewis by also demand- 
a ; : : : 
ee LING (m3) el 187.6 188.0 142.6 113.1 ing unwarranted Wage Increases, to the accom- 
Clothing May 184.4 184.6 155.7 113.8 paniment of another smoke-screening publicity cam- 
Rent May 109.2 109.0 108.4 107.8 paign against profits and, by implication, against 
our highly efficient system of free enterprise. 
RETAIL TRADE—$b * * * 

Retail Store Sales (cd).........___. __| May 9.28 8.82 7.93 4.72 The Railroads and Utilities will thus again be 
Durable Goods —.-_ ___ | May 2.08 1.99 1.61 1.14 | faced with sharply rising costs and declining profits 
Non-Durable Goods May 7.20 6.83 6.32 3.58 aurin a ° 

oa g the usual protracted waiting period before 
Dep't Store Sales CS aes May 0.77 0.76 0.69 0.40 res b b d f b . 
Retail Sales Credit, End Mo. (rb2)_ May 4.73 4.59 3.19 5.46 permission can be obtaine rom bureaucratic 
regulatory commissions for an inadequate increase 

MANUFACTURERS’ in charges for their services. 

New Orders (cd2)—Total.._._.___} Apr. 240 249 203 181 * * * 

Durable Goods _.._ | sApr 278 287 219 221 Class | Railroads earned only $167 million in 
Non-Durable Goods Apr. 218 225 194 157 the first five months of the current year. This was |. 

Shipments (cd2)—Total Apr. = a4 a4 ae better than the $37 million deficit reported for the 
Durable Goods Apr. : ' ; 
statics Gite Aes 261 272 208 158 like period last year, when much traffic was lost 

from the long coal mining strike; yet earnings for 
BUSINESS INVENTORIES, End Mo. 12 months ended May 3! amounted to only 3.6% 
Total (ed) —$b Apr. 38.7 38.3 28.0 26.7 on their property investment. 
Manufacturers’ Apr. 22.0 21.6 16.8 15.2 * oe x 
Wholesalers’ Apr. 6.8 6.7 4.4 4.3 Removal of the threat of a bituminous Coal 
Retailers’ Apr. 9.9 10.0 6.8 7.2 strike will benefit railroad traffic for the remainder 
Dept. Store Stocks (mrb)______ ==! «Apr. 25 2.1 1.5 1.4 
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OK Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
—— Date Month Month Ago Harbor 
BUSINESS ACTIVITY—i—pc July 12 160.6 160.6 157.2 141.8 
ng any (M. W. S.)—I—np July 12 178.5 178.3 170.7 146.5 of the year. Coal and coke constitute about 35% 
million of originated freight tonnage, and accounted for 
INDUSTRIAL PROD. (rb)—I—np | May pn 106 159 ” about 20%, of the total freight revenue in 1939-41. 
d $600 Mining May 152 142 115 133 ; Z 
avrg Sable Good, Mt... | May 220 222 175 141 On the yon hand, the carriers purchase for their 
4 Non-Durable Goods, Mfr... | May 170 172 161 141 own use about 120 million tons of bituminous coal 
lly, for which henceforth th i 
ais CARLOADINGS—0—Terel July 12 307 629 895 833 os vend ie encefor ey will have to pay 
arming Manufactures & Miscellaneous... | July 12 369 312 370 379 a See eRe Boman: 
Mdse. L. C. L July 12 110 97 121 156 * * * 
‘more Grain .... July 12 71 59 59 43 In due course, somewhat higher prices for steel 
Presi- ELEC. POWER Output (Kw.H.)m | July 12 4,531 4,190 4,156 3,267 | will lift maintenance costs also. me if this were not 
ries ___' | trouble enough, Demands by Railroad Workers, 
of the ; SOFT COAL, Prod. (st) m July 12 6.2 1.9 12.9 10.8 | now in the slow-grinding mill of arbitration, would, 
P Cumulative from Jan. I at 12 = ah 255 446 | if granted in full, contribute an additional $1.5 bil- 
Id be : Stocks, End Mo sabi 57.7 9.5 58.5 61.8 | lion annually to operating costs. 
ers in PETROLEUM—(bblis.) m | 2s 
ef fi- 4 Crude Output, Daily... | July 12 5.0 5.1 4.9 4.1 | - a 
” i Gecdiies Sede July 12 89 90 91 38 | The railroads have consequently petitioned the 
diting Fuel Oil Stocks July 12 51 49 48 94 | Interstate Commerce Commission for an additional 
Heating Oil Stocks July 12 45 43 483 55 | 16% average increase in Freight Rates which, if 
‘ined | | | LUMBER, Prod. (bd, ft.) m July 12 328 209 350 632 granted in full, — pray ——— 
: Stocks, End Mo. (bd. ft.) b__ _| May 4.7 45 3.6 12.6 _, operating income by aroun illion. This wou 
: seek weer eee. tad re ae in — an oe a a cin barely cover past, but not future, increases in cost 
- st.) m une e ° . ® . ° 
took Cumulative from Jan. I. June 42.3 35.3 27.3 74.7 of operation and maintenance. 
* * * 
Oper- ENGINEERING CONSTRUCTION With this i h : 
se AWARDS (en) $m July 17 10s 79 122 94 , i ; is — we present § pi revised data 
: Cumulative from Jan. 1______| July 17 2,962 2,858 3,073 5,692 rom the — y reporting prcercntagn ptr 
d to | ments, which now cover | banks, instead o 
MISCELLANEOUS 371, including their out-of-t d other branch 
$ for Paperboard, New Orders (st)t | July 12 139 188 128 165 & vsapini Fe puto _ rie “ . arses 
\dus- U. S. Newsprint Consumption (st)t...| June 401 415 355 352 es eg ty nn nineties . 
Do., Stocks (mpt), End Mo.........| June 385 392 405 523 | Since the revised figures extend back only to July 3, 
Cigarettes, Domestic Sales—b........| May 25.1 27.5 30.0 17.1 1946, we have been obliged to publish our own 
Whiskey, Dom. Sales (tac gals.)m...| May 3.2 4.4 5.0 8.4 estimates for data prior to that date. 
er a Machine Tool Shipments—$m........ May 25.8 26.9 26.6 76.4 
a ag—Agriculture Dept. b—Billions. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't., Avge. Month 1939—100 
rwced | cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. |—Seasonably adjusted Index, 
i 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. |b3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. It—Long 
~ | tons. m—RMillions. mpt—At Mills, Publishers and In Transit. mrb—Magazine of Wall Street, using Federal Reserve Board data. np— 
und. | | Without compensation for population growth. pe—Per capita basis. rb—-Federal Reserve Board. rb2—Federal Reserve Board, Instalment and 
sana Charge accounts. st—Short tons. t—Thousands. tf—Treasury and Reconstruction Finance Corp. 
— THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
inst 
No. of ———— 1947 Ind ) (Nov. 14, 1936, Cl.—100) High Low Julyil July 18 
Issues (1925 Close—100) High Low July!! July!8 | 100 HIGH PRICED STOCKS______ 89.87 72.58 85.69 85.47 
, 304 COMBINED AVERAGE 148.8 111.5 135.3 -—«'1135.0_—' | 100 LOW PRICED STOCKS 183.14 124.35 155.15 154.76 
be 
a 4 Agricultural Implements _. !88.0 143.4 182.7 181.6 6 Investment Trusts______.___—s-_-62..8 48.3 59.5 58.8 
Tits Il Aircraft (1927 Cl—1!00)__ 167.1 108.2 127.4 126.0 3 Liquor (1927 Cl—100)___._ 933.6 592.1 780.5 753.3 
™ & Air Lines (1934 Cl—100)_ 636.9 486.3 531.9 545.2 8 Machinery ____ 159.4 123.1 «152.1 151.4 
: ia ' 146.0 107.9 1268 124.8 3 Mail Order _ 129.5 842 1172 1186 
ane 14 Automobile Accessories 237.4 =—«-«*161.9 += 202.9 =. 204.2 3 Meat Packing 108.7 84.9 105.5 108.2 
ase 11 Automobiles _._- = t—ti«42.8 30.8 37.4 38.5 13 Metals, non-Ferrous 196.7 137.4 171.3 166.5 
3 Baking (1926 Cl.—100) 241 189 202 207 3 Paper 39.6 313 384 384 
3 Business Machines... 301.6 230.8 270.9 272.6 23 Petroleum __ eee | 172.2 206.3 210.9A 
; 2 Bus Lines (1926 Cl—100)___._ 175.0 116.1 142.3 139.0 20 Public Utilities ....  ss—«*i'34.4 104.3 120.3 117.9 
in 4 Chemicals 260.6 223.8 260.6A 258.7 5 Radio (1927 Cl—100)_____.__ 23.2 16.1 20.3 19.7 
vas 2 Coal Mining. t:~—«é2202«L 14.0 18.1 18.2 8 Railroad Equipment 80.6 55.8 68.3 68.1 
4 Communication __._—=————«~SSB‘B 40.6 50.8 51.6 23 Railroads 27.2 17.0 22.8 22.9 
the 13 Construction = t—ti«éi 48.0 60.6 60.0 3 Realty 329 22.9 29.3 28.9 
lost 7 Confamen TES 291.4 340.9 340.6 2 Shipbuilding __. ss tsCéd‘*dS‘ 4 87.4 106.3 103.7 
8 Copper & Brass... s«éd'‘*S'32« 90.9 107.3 103.8 3 Sot Prints SSN 462.9 573.0 573.0 
for 2 Dairy Products. == «89.7 55.9 61.8 62.1 13 Steel & Iron 121.1 90.7 109.9 108.4 
5°, 5 Department Stores ss 78.6 55.6 Tia 72.5 3 Sugar 68.2 51.4 55.2 56.7 
5 Drugs & Toilet Articles 223.2 149.4 174.8 176.8 2 Sulphur 253.8 211.0 237.5 241.7 
2 Finance Companies an 2508 203.3 247.7 239.5 3 Textiles 128.5 93.8 127.1 124.9 
7 Food Brands Ss ts«'902«4 155.2 167.0 168.3 3 Tires & Rubber__.. = s«4'1-4 28.8 33.3 32.9 
al 2 hood! Stores; TS 63.6 75.2 .77.5A 6 Tobacco 87.4 65.2 77.5 77.7 
* 3 Furniture 94.3 66.1 81.0 79.6 2 Variety Stores. == 342..5 289.1 339.0 336.9 
; 3 Gold Mining (924.7 738.4 900.3 872.1 19 Unclassified (1946 Cl—100) 108.5 83.7 100.0 100.6 
— A—New HIGH since 1946. 
ET 
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Trend of Commodities 





Commodity price indexes, spot and futures, rose to new alti- 
tudes since our last issue, then reacted a little under profit 
taking. Day to day fluctuation in grains are guided largely by 
erratic changes in the volume of Government buying for ex- 
port; but foreign needs are so insatiable that there is little pros- 
pect of any sizeable decline in prices in the foreseeable future. 
Agriculture Secretary Anderson has warned Europe not to ex- 
pect the U. S. A. to meet their goal of 32 million tons of im- 
ports. The U, S. did “a whale of job” last year when it supplied 
18 million tons. He stated bluntly: “You can't get it; you can't 
transport it; and, if you could get it and transport it, there is no 
present way of paying for it.” He also warned that “unless im- 
porting countries maximize farm grain collections and manage 


rations carefully, next spring may bring for the third successive 

ear intense crisis and suffering. Since food grains are more or 
ba interchangeable, prospects of a smaller than needed corn 
crop this year suggest greater dependence upon wheat. Hence 
the Agriculture Department has reversed its earlier plans for 
curtailing wheat acreage for next year and now announces 
that, “in view of the world food situation, 1948-9 wheat pro- 
duction is wide open for farmers.” Futures trading in “standard” 
copper, which is about 99%, blister copper, was resumed on 


the Commodity Exchange, after a lapse of six years, with Sep.) 


tember opening at 19.20 cents, compared with the current spot 
price of 21!/2 cents for refined electrolitic copper. The spread 
about covers the cost of refining and shipping. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. 1 Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
July17 Ago Ago Ago Ago Ago 194! 
305.1 302.2 300.3 317.4 301.8 248.4 156.9 
271.7 271.0 261.7 288.9 285.0 230.1 157.5 
17 Domestic Commodities___ 328.8 324.2 320.4 337.4 313.2 261.1 156.6 


28 Basic C dities 
11 Import Commodities. 








Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 

July 17 Ago Ago Ago Ago Ago 194! 

7 Domestic Agriculture____ 373.1 359.4 360.4 339.4 302.6 310.7 163.9 
12 Foodstuffs 365.2 366.5 360.2 379.2 361.2 302.0 169.2 
16 Raw Industrial: 266.3 261.2 261.8 277.5 263.5 214.4 148.2 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1947 1946 1945 1943 1941 1939 1938 1937 
High ~ 145.7 1288 95.8 92.9 85.7 783 65.8 93.8 
tow _..____. 126.4 95.8 93.6 89.3 743 61.6 57.5 64.7 
508 
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Average 1924-26 equals 100 
1947, 1946 1945 1943 1941 1939 1938 1937) 
High ......... 149.76 127.07 106.41 96.87 84.60 64.67 54.95 82.44 | 
Low ______ 117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 | 
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Divergent Trends in 
Merchandising and 
Chain Store Shares 





(Continued from page 490) 


shares had rather adequately dis- 
counted most of the uncertainties 
ahead. For many, like R. H. Macy, 
Gimble, Marshall Field and others 
of like standing, the current yield 
obtainable carries considerable ap- 
peal, while potentials for ultimate 
appreciation are fairly well 
marked, though possible readjust- 
ments in the offing may temper 
speculative ardor. 

Variations in sectional condi- 
tions brighten or mar the outlook 
for many merchandisers. Some 
months back, many people were 
predicting that farm income 
would dip impressively in the sec- 
ond half. Now it looks as if dis- 
posable income in the agricultural 
areas would reach record propor- 
tions in 1947. And with 60 million 
workers presently employed thru- 
out the country at steadily ad- 
vancing wages, purchase of con- 
sumer goods of all kinds can 
hardly fall off to any substantial 
extent. One thing that is certain 
is that alert and highly trained 
buyers for the stores are readied 
to supply the public now with a 
much widened range of both soft 
and durable goods, and that qual- 
ity is being improved all along the 
line. These experienced fighters 
for better goods at lower prices 
keep close watch upon the chang- 
ing whims and preferences of 
their customers, at the same time 
knowing exactly what can be ex- 
pected from the manufacturers. 
With a prospect that both of these 
factors are nearing a more nor- 
mal status, the trick of maintain- 
ing fair profit margins is made 
easier. As an offset to this ad- 
vantage, though, operating costs 
have risen so steadily that unless 
volume is sustained at excep- 
tionally high levels in coming 
months, net earnings may be 
saueezed somewhat. Because of 
this, lay off of employees in de- 
partment stores is reported to 
have become rather widespread, 
even allowing for seasonal factors. 

The outlook for the big mail or- 
der house and variety store chains 
seems particularly encouraging. 
Last year, the dollar sales of the 
mail order concerns expanded 
nearly twice as fast as those of 
the retailers, and during the cur- 
rent year have pushed along at a 
most encouraging pace. With the 
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largest catalogues in history in 
the hands of loyal customers, or- 
ders have been flowing in at a 
gratifying rate that as yet shows 
no sign of slackening. It is the 
chain stores of Sears Roebuck and 
Montgomery Ward, though, that 
we been the major factor in ex- 
panding volume and profits. These 
numerous and _ strategically lo- 
cated units, spread all over the 
country, have proven highly suc- 
cessful in stabilizing operations of 
their parents. Now that an in- 
creased supply of refrigerators, 
electric appliances, radios and 
other durables have supplemented 
ample supplies of soft goods, and 
prices have become more: nearly 
dependable, the special class of 
customers they cater to are pour- 
ing out their cash into the com- 
pany’s cash registers. Exceptional 
skill, of course is required to 
handle inventory controls for 
these many hundred branches, but 
some of the highest paid talent in 
the country has this problem well 
in hand. Experience with every 
item carried is mechanically tab- 
ulated, deliveries to the branches 
are matched against current sales, 
and the _ results immediately 
passed along to the wide awake 
buying departments. Since cus- 
tomer confidence in quality and 
prices has been established firmly, 
the way has been nicely smoothed 
for the large scale operations in- 
volved. Unless the national in- 
come declines substantially, share- 
holders in either Sears Roebuck 
or Montgomery Ward can expect 
liberal dividend treatment. 
Chains concentrating upon 
lower priced goods, such as Wool- 
worth, see to it that their wares 
enjoy an exceptionally rapid turn- 
over or are permanently elim- 
inated. To avoid taking needless 
risks upon this score, Woolworth’s 
policies are to test all new offer- 
ings on a limited scale in a few 
branches before undertaking the 
huge commitments required for 
all of their stores. Profit margins 
are thus better assured and buy- 
ing departments know pretty well 
in advance where to stand. From 
long experience, Woolworth has 
learned that dollar profits can pile 
up substantially from sales of 
items priced far higher than its 
former 5-10 cent range. By broad- 
ening price limits to as high as 
$10, volume has expanded impres- 
sively, not to mention profits. At 
the same time, the advantage of 
retaining prices low enough to 
attract a large section of the pub- 
lic and to preclude resistance to 


minor price changes has lost none 
of its value. It would seem prob- 
able that full 1947 results for this 
concern should be highly satis- 
factory. 

Study of the Magazine of Wall 
Street Common Stock Indices 
shows that investors are some- 
what wary about near term de- 
partment store earnings, although 
prices have risen just a bit faster 
than those for our 304 combined 
stock averages. The generally 
high yields now obtainable from 
many department stores shares, 
ranging from 6% to nearly 8%, 
reflect considerable apprehension 
over dividend stability, and the 
prospect of losses from swollen 
inventory values. The mail order 
stocks, though, appear more pop- 
ular, as undoubtedly they deserve, 
but even here the rather low 
price-earnings ratios suggest 
room for further improvement. 
Until the outcome of the entire 
economy becomes clearer in the 
next few months, caution will 
probably check confidence in most 
of the merchandising shares, al- 
though adverse potentials have 
been pretty well discounted. 


10 Selected Stocks 
Near Buying Point 








(Continued from page 488) 


this concern occupies an unusu- 
ally strong trade position, for it 
produces about 50% of all raw 
sulphur in the domestic field, and 
70% of all sulphuric acid upon 
which the fertilizer industry de- 
pends is derived from brimstone 
sulphur. Together with one com- 
petitor, Freeport Sulphur, Texas 
Gulf controls about half of the 
world output. Hence for decades 
past earnings and liberal divi- 
dends have been exceptionally 
stable, as has been the price of 
the product itself. A few months 
ago, a $2 per ton rise in the price 
was the first in many years. As 
the paint, chemical, plastics, rub- 
ber and textile industries are 
large users of sulphur derivatives, 
and probably are facing a long 
period of prosperity, the outlook 
for good business by this strong 
concern is indeed bright. On a 
basis of dividends paid in the past 
12 months, the yield of 6.8% 
looks attractive and reasonably 
well protected, with fair pros- 
pects for price appreciation in 
time. 
Southern Pacific Company 


Despite payment of $4 per 
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share in dividends during 1946 
and $2 during the first half of 
1947, the weight of speculative 
opinion still holds the price of 
this companys’ shares down 
around a level of 46. Earlier in 
the year, in fact, the price dipped 
to 3414, while high for the cur- 
rent year has been 4714. Appar- 
enly courage is returning to 
holders of the shares, perhaps 
warranted by results achieved so 
far in the current year. But a 
current yield of 8.7% indicates 
a high degree of distrust in many 
quarters as to the stability of the 
dividend rate in effect for eigh- 
teen months past. Since net per 
share for the first five months of 
1947 came to $4.48, little basis 
for pessimism was provided. Bat 
though 6 months gross rose by 
about $18 million compared with 
the same period last year, the 
relative gain in net operating in- 
come was only about $4.7 million 
and during June alone this latter 
factor actually shrank somewhat 
compared with June, 1946. Cost 
of wages and materials, of course, 
have tended to squeeze net earn- 
ings to some extent. On the other 
hand, the. territory served by 
Southern Pacific is enjoying un- 
precedented prosperity and indus- 
trial expansion there is progress- 
ing at a record rate. Our guess is 
that though net earnings of this 
second largest railroad in the 
country, as to mileage, may trend 
downward for a _ while, even 
granting a corresponding decline 
in dividends, the current price for 
the shares has over-discounted 
any such potentials. With a good 
possibility that rail rates may be 
granted another raise by ICC, 
and that efficient management 
may bring better showings for 
net revenues, the medium term 
outlook for this road seems more 
encouraging than many might 
suppose. From a_= speculative 
angle, the shares seems interest- 
ing near the present price level. 


Bethlehem Steel Corporation 


In view of the inadequate sup- 
ply of steel to meet the huge re- 
quirements of manufacturers of 
durables, and the certainty of 
large demand for a_ prolonged 
period ahead, we think that ex- 
perienced units in the industry 
like Bethlehem are likely to make 
a good showing for their share- 
holders. Operating costs, to be 
sure, have risen sharply and un- 
doubtedly will soon be pushed up 
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further, if only because of in- 
ceased fuel expenses. But as long 
as the National Income continues 
at the current record level, it will 
be practical to adjust steel prices 
upward, if need be, without en- 
dangering sales. During the first 
quarter of 1947, despite manifold 
handicaps, Bethlehem reported 
net profits equal to $4.84 per 
share, or only $1.16 less than its 
$6 per share dividend payment 
during the past 12 months. Op- 
timism over their stability, there- 
fore, is not wholly guesswork. 
Profits from the company’s ship- 
building division could continue 
to shrink substantially without 
too serious an impact upon over- 
all net. For the balance of 1947 
and for a few months thereafter, 
it looks as if Bethlehem could at 
least race for full production 
without strike interruptions. With 
plentiful orders on the books dur- 
ing this period, it would seem il- 
logical to expect any serious dip 
in earning power, at least enough 
important to stir up worry over 
the $6 dividend rate. On this sup- 
position, the shares appear near- 
ing the buying zone, as the yield 
of 6.2% is above what would 
normally be demanded for an in- 
vestment in equities of this 
caliber. 





The Partition of India 
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ing chart, during the first four 
months of this year we shipped 
goods to India at the annual rate 
of about $400 million. This is 
twice as much as last year and 
about ten times as much as be- 
fore the war. India is our largest 
market for fountain pens and box 
shooks (used in the tea trade). 
She is also one of our largest mar- 
kets for aniline dyes and medic- 
inal preparation. It is in these two 
fields that we benefitted by the 
elimination of German trade. 

On the import side. we have 
been relying on India for most of 
our cashew nuts, jute and bur- 
lap, mica, shellac, and coir yarn 
imports. 

Although India’s purchasing 
power increased durin gthe war, 
the ability of the Indians to buy 
the products of the American 
manufacturer is generally over- 
estimated. It has been estimated 
that no more than one per cent of 
Indian people had before the war 
an income of sufficient size to al- 
low the purchase of anv imported 


products at all. Even if during the 
war this proportion was increased 
to 2 per cent, it would still mean 
that India’s purchasing power for 
imported goods was about as large 
as that of the Repubic of Colombia. 


Conclusion 


The transfer of power in India 
will creat a certain amount of con- 
fusion. The risk of doing business 
with India is increasing. But In- 
dian independence is something 
the granting of which could no 
longer be postponed. Even if there 
should be fumbling, inefficiency. 
and chaos, it is in the long run a 
constructive development of the 
first magnitude. 





For Profit and Income 
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that actual earnings will be $500 
million. They might well be con- 
siderably less. Rail stocks may or 
may not get to a new high for the 
year on this market move, thus 
giving a Dow-Theory bull-market 
“signal.” Even if they do, there 
is no great chance that they will 
“run away.” On the contrary, at 
a new high in the average, the 
many rail equities would be in 
selling territory. 


Consumer Credit 


It is believed virtually certain 
that the Federal Reserve Board’s 
Regulation W, restricting the 
terms of installment credit, will 
be eased soon. This improves the 
already favorable outlook for the 
finance companies; but cannot 
have prompt effect except with 
respect to consumers’ durable 
goods which are already in fairly 
adequate supply: for instance, 
radios and washing machines. It 
cannot boost auto financing when 
car deliveries cannot be had, re- 
gardless of credit terms, except 
after waits of many months. 


Acting Well 


Stocks currently “acting well’ 
and possibly pointing higher—to 
name only a minority of sounder 
issues — include Bond Stores, 
Chrysler ,Continental Oil, Ex- 
Cell-O, Byron Jackson, Montgom- 
ery Ward, Celanese, Safeway 
Stores, Phillips Petroleum, Beth- 
lehem Steel and Union Carbide. 
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Another Look at 
Paper Stocks 











(Continued from page 494) 


Further enlargement of facilities 
promises continuation of the fa- 
vorable trend. 


Gaylord Container, serving pri- 
marily the South, the Southwest 
and South Atlantic areas, has 
benefitted from industrial growth 
in its principal territories and 
from relatively low labor costs. 
The company is regarded as one 
of the lowest cost producers of 
kraft wrapping paper, bags and 
corrugated shipping containers. 
Promise of further enlargement 
of industrial sales is a favorable 
factor. 


Great Northern Paper, a leading 
producer of newsprint, is re- 
garded as a conservatively man- 
aged organization. Because vir- 
tually the entire output is sold by 
contract to metropolitan- news- 
paper publishers, profit fluctua- 
tions are narrower than in the 
case of paperboard fabricators. 
Increased production and higher 
prices have contributed to earn- 
ings improvement, providing a 
basis for a more liberal dividend 
rate. 


International Paper, largest 
factor in the industry, has greatly 
strengthened its position since the 
beginning of the war. Shutting off 
of Scandinavian competition en- 
abled this concern to capitalize on 
its large expansion in low-cost 
production in the South. Volume 
in Canadian newsprint output ex- 
panded and, with costs well con- 
trolled during the war, profit mar- 
gins improved substantially. Re- 
duction in fixed charges and in 
preferred dividend requirements 
greatly improved the position of 
the common, affording wide cov- 
erage for the $3 dividend rate. 


Kimberly-Clark, through  en- 
larged production and develop- 
ment of new _ products, has 
strengthened its competitive posi- 
tion in recent years. Profits rose 
sharply last year and have con- 
tinued the same trend this vear as 
a result of improvement in mar- 
gins, resulting from good control 
over costs. Additional production 
has come into operation this year 
to hold out promise of larger sales 
and earnings. Another increase in 
dividends may be in order if fa- 
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NOW ON THE RAILS! 


Olpmpian Hiawathas 


CHICAGO—PACIFIC NORTHWEST 





JEW BEAUTY, new facilities, new luxury and economy 
N features are yours on the diesel-powered OLYMPIAN 
Hiawatuas. These silent and smooth-riding Speedliners offer 
a full range of accommodations. 


Touralux sleeping cars have longer, higher and wider lower 
berths; all berths with Sulieideal air conditioning; excep- 
tionally spacious lounging rooms. You get comfort and pri- 


vacy at economy prices. 


The handsome dining car has unusual angle seating. The 
gay and informal Tip Top Grill, also open to all passengers, 
is a full car with snack section and cocktail room. 


Coaches are of an improved Hiawatha type with indi- 
vidual reclining chairs. There is a coach-Touralux car reserved 
exclusively for women and children. 


Drawing rooms, compartments, bedrooms and berths avail- 
able in standard Pullmans with observation-lounge. 


F. N. Hicks, Passenger Traffic Manager 
The Milwaukee Road 
71‘ Union Station, Chicago 6, Ill. 


THE MILWAUKEE Roap 


The friendly Railroad of the friendly West 





vorable first half earnings are re- 
peated in the last six months. 


Mead Corporation, concentrat- 
ing on white paper, has experi- 
enced an almost sensational 
growth in earnings. In view of the 
continued high rate of general 
business, demand seems likely to 
be maintained at advanced levels, 
but growth potentialities appear 
less promising than in the kraft 
field. Earnings in the first six 
months registered a satisfactory 
increase over results in the same 
period a year ago. 


Rayonier, Inc., handicapped in 


the war years by disruption of 
production and by loss of former 
sales outlets, has recovered 
strongly in the last year. Greatly 
increased demand for dissolving 
pulp in rayon making and restora- 
tion of production facilities on the 
Pacific Coast contributed to the 
remarkable rebound in earnings 
last year and in early months of 
1947. Price increases obtained 
with elimination of government 
controls more than compensated 
for higher costs. 


St. Regis Paper, a wholly inte- 
grated concern which has been ex- 
panding operations since the be- 
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ginning of the war, registered a 
noticeable upturn in profits in the 
first six months. Benefits of in- 
creased efficiency and moderniza- 
tion of plants accounted for the 
gains. Demand for multi-wall bags 
in the building industry and for 
other principal products, espe- 
cially laminated plastics, has ex- 
panded rapidly since the end of 
hostilities. More abundant raw 
materials and larger production 
facilities hold promise of con- 
tinued gains in sales and earn- 
ings. 


Scott Paper, leader in manufac- 
ture of tissues, paper towels, wax 
paper and similar specialties, has 
enlarged output and sales, but 
growth has been less spectacular 
than in the case of companies sup- 
plying industrial requirements. 
Profit margins have widened less 
noticeably. Novertheless, earnings 
have improved in reflecting bene- 
fits of large volume and better 
manufacturing efficiency. As a 
consequence, management recent- 
ly adopted a more liberal dividend. 


Sutherland Paper has __in- 
creased output to meet a growing 
demand for paraffined cartons for 
shipment of food products. Devel- 
opment of new products has con- 
tributed to sales potentialities. 
Despite increased production, de- 
mand has more than kept pace 
and management contemplates 
further growth. Earnings have 
reflected the benefits of enlarged 
volume and suggest the possibility 
of a further increase in dividends. 


Union Bag & Paper, largest 
manufacturer of paper bags and 
special containers, has steadily en- 
larged production to meet the 
growing demand for substitutes 
for tin and other more costly 
packaging materials. The enlarge- 
ment of output, together with 
good control over costs, has con- 
tributed to the substantial im- 
provement in earnings in recent 
years. With earnings running at 
an indicated $8 a share rate for 
the year, management may feel 
justified in adopting a more liberal 
dividend. 


West Virginia Pulp & Paper has 
expanded output of kraft to di- 
versify production. Earnings have 
reflected benefit of reduction of 
charges prior to the common 
stock. Prospects have been 
strengthened by instalation of ad- 
ditional facilities and by concen- 
tration on more profitable lines. 
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With earnings in the first half 
exceeding net forall of last year, 
the company seems headed for the 
best year in its history for the 
twelve months ended in October. 


Prosperous Outlook into 1947 


Prosperity of the paper indus- 

try, although subject to the threat 
of possible recession in business, 
is more firmly established by rea- 
son of the fact that competition is 
not readily intensified. Large cap- 
ital expenditures are required to 
set up net production, and new 
equipment is obtainable only after 
months of delay. Machinery now 
being installed has been on order 
for years. Moreover, steady 
growth in the use of paper and 
development of new products pro- 
vide an ever enlarging market 
that must be served. 
In the meantime, the acute short- 
age in paper products points to 
the likelihood of continued good 
earnings for principal producers 
at least into first part of 1948. 





Television — Here At Last? 





(Continued from page 476) 

When it comes to transmission 
of television programs, one draw- 
back has been the limited range 
of about 50 miles. Obviously this 
means the over-all costly estab- 
lishment of transmitters in mul- 
tiple locations, if countrywide 
sales of receivers are to be ex- 
pected. To date, programs are 
regularly on the air from several 
points in New York City, De- 
troit and Los Angeles, as well 
as individually from Chicago, 
Washington, Philadelphia, St. 
Louis and Schenectady. And be- 
fore the year is out, Baltimore, 
Boston and San Francisco will be 
telecasting, while additional 
studios will be established to pro- 
vide entertainment in crowded 
areas already provided with tele- 
vision service. Optimists in the 
industry think that coverage of 
sufficient population will result 
from all of these installations to 
warrant expectations that 1.5 
million sets mav be sold in 1948. 

So broad is the vision of tele- 
vision that eventually it may 
revolutionize operations in many 
fields. esnecially in those of the 
movies, the theater, sports, edu- 
cation, news and even communi- 
cations. 
Television in effect reproduces all 
the human eye and ear can do, 
regardless of time and distance. 


This means that both stills and 
moving objects, along with color 
and sound, can conceivably be 
registered in any home or public 
gathering. By adaptation of these 
different factors, it now seems 


probable that older industries 
may benefit rather than suffer 
from the new competition in 
sight. Televising of a film, for 
instance, is the simplest of opera- 
tions, so that royalties from this 
source may more than offset any 
shrinkage in movie house reve- 
nues that may occur. 

As for radio broadcasters, sev- 


eral interesting potentials have | 
arisen to speed up their participa- © 
in television development. | 


tion 
RCA, for example has a threefold 
stake in the infant industry, and 
like others is joining hands with 
outsiders in stimulating the ad- 
vance of science in this highly 
complex field. RCA’s Victor divi- 
sion manufactures and sell tele- 
vision receivers developed by RCA 
laboratories, while its subsidiary 
National Broadcasting Co. tele- 
casts from its own studios and is 
affiliated with Phileo and General 
Electric in the operation of others. 
To cooperate with moving picture 
producers, RCA has also entered 
into a program of television re- 
search jointly with Warner Bros. 
Pictures, through the Victor divi- 
sion. This marks a step as “impor- 
tant as the first tentative efforts 
to put sound upon film more than 
twenty years ago” say executives 
of Warner. It means that large 
screen presentation of television 
programs will soon appear to sup- 
plement the traditional output of 
the moving picture houses, as re- 
sutl of experimentation on a 15 by 
20 foot screen by NBC back in 
1941, and later decided improve- 
ments. 

In the field of communications, 
the immense technical resources 
of American Telephone & Tele- 
graph are being thrown into the 
arena to promote development of 
television. Adaptation of short 
wave transmission was tremend- 
ously stimulated by wartime dis- 
coveries and AT&T has embarked 
upon a substantial program to 
utilize this medium, at the same 
time greatly expanding its net 
work of coaxial cables across the 
continent. Relay stations at inter- 
vals of about fifty miles will carry 
short wave television programs 
for long distances as well as tele- 
phone conversations, thus greatly 
expanding the potential field. This 
concern has also joined hands 
with Zenith Radio in plans where- 
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by, through rental of low cost 
equipment attached to a television 
set, customers may call a number 
and have any desired television 
program switched on to their 
home screen. 

When it comes to commercial 
sponsors of television programs, 
the way is already being paved 
through broadcasts provided by 
NBC, Columbia Broadcasting, Du 
Mont and Philco. Although the 
audience as yet is necessarily lim- 
ited, such concerns as Borden, 
Bristol Myers, Smith Carpet, Gil- 
lette Safety Razor, Gu]f Oil and 
quite a list of others, have been 
alert in testing out this new pro- 
motional medium. 

Soberly viewed, it seems evi- 
dent that industries of many de- 
scriptions will benefit in the long 
run, that is to say when television 
really gets into the stride that all 
signs point to as eventually well 
assured. Under current conditions, 
some of the set manufacturers 
are pushing production up to a 
point where earnings potentials 
are near at hand. As long as de- 
mand exceeds supply, it will be 
possible for these enterprises to 
hold profit margins at construc- 
tive levels. But when wide spread 
competition begins to press prices 
down, the real test will begin. 

Large scale profits for any of 
the numerous industries now 
turning to television from var- 
ious angles, though, appear un- 
likely for several years to come. 
And during this interval, as al- 
ways happens, some contenders 
in the field will probably have to 
absorb substantial losses. While 
certain strong units well en- 
trenched with other normal prod- 
ucts or services can easily carry 
through without loss to the fund- 
amental investment stature of 
their shares, others relying heav- 
ily upon the development of tele- 
vision may fare less well. Hence 
shares of concerns in the latter 
class must be regarded as highly 
speculative, although with good 
luck their appreciation potentials 
may be improved, and perhaps 
rather spectacularly so. It must 
always be borne in mind that the 
art of television is still in a state 
of decided flux, as shown by the 
fact that though color pictures 
are possible, it has not yet seemed 
practical to introduce this ele- 
ment, in the opinion of the FCC. 
At any and all stages, surprising 
developments could change the 
outlook for many concerns in this 
romantic industry. Conservative 
investors, accordingly, would do 
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well by adhering to a watch and 
wait policy for quite a while yet. 





Food and Dairy 
Companies 





(Continued from page 497) 


The idea of an export subsidy 
is not new, since cotton and ex- 
ports and occasionally wheat have 
been favored in this fashion for 
some years. Congressional repre- 
sentatives from the farm districts 
are said to like the idea. Subsidies 
would permit canned goods to be 
sold abroad at prices low enough 
to bring them into line with grain 
on the basis of unit-food costs. 
Once the idea is initiated the 
State Department, with its $350,- 
000,000 fund approved by Con- 
gress for foreign relief, might be 
a big buyer, and the War Depart- 
ment might also be a substantial 
purchaser for the occupied zones 
in Germany, Austria, Italy, Japan 
and Korea. The Marshall Plan 
would help later. With subsidies 
established for peas, prunes, etc., 
the idea might spread to other 
lines of canned goods. 

The canning industry has done 
its best to “trim sail” this year by 
reducing the size of the packs. 
Canned goods production is being 
slashed heavily this summer, ac- 
cording to California reports a 
few weeks ago. With March 1st 
inventories of spinach about 
double the previous year’s supply, 
Libby, McNeill & Libby decided 
not to pack any spinach at all and 
other canneries cut their output 
drastically. Thus production. this 
year may be only about half last 
vear’s total. A similar adjustment 
is being made for asparagus. 

The old-line canners are also 
favored this year by the decline 
in the frozen food industry—last 
year buying competition was 
rampant between the regular can- 
ners and the “freezers.” The 
frozen food industry mushroomed 
during the war and over-expan- 
sion in retail outlets occurred. 
With burdensome inventories, 
prices declined earlier this year 
along with those of canned goods. 
The pack will probably be cut 
about 10-25% this year in order 
to reduce inventory to normal. 

The packaged food companies 
usually have large inventories of 
raw materials. While price de- 
clines would result in inventory 
losses, most of them have set up 
reserves which would probably 





<i, CROWN CoRK & SEAL 
§ ComMPANY, INC. 


PREFERRED DIVIDEND 
The Board of Directors has this day de- 
clared the Regular Quarterly Dividend of 
fifty cents ($.50) per share on the $2.00 
Cumulative Preferred Stock of Crown Cork 
& Seal Company, Inc., payable September 15, 
1947, to the stockholders of record at the 

close of business August 22, 1947, 
The transfer books will not be closed. 


COMMON DIVIDEND 
The Board of Directors has this day de- 
clared a Dividend of forty cents ($.40) per 
share on the Common Stock of Crown Cork 
& Seal Company Inc., payable August 29, 
1947, to the stockholders of record at the 
close of business August 8, 1947. 





She transfer books will not be closed, 
WALTER L. McMANUS, Secretary. 
July 24, 1947. 





cover any such losses. Profit mar- 
gins however, may_be somewhat 
lower than last year’s figures. 

The corn refining companies ap- 
pear likely to have a good year in 
1947. They operated at capacity 
in the first few months of 1947. 
However, there has been some ap- 
prehension recently over the corn 
crop (Mr. Truman mentioned it 
in his report), and despite the 
fairly large carry-over, this might 
affect operations later in the year. 
The industry is apparently not 
worried as yet by the increased 
availability of sugar (as a com- 
petitor with corn syrup) since it 
is now well established in markets 
here and abroad. The industry is 
favored by relatively small labor 
costs—about 15% of the sales dol- 
lar, it is estimated. 


Flour Mills Doing Well 


The flour millers have been do- 
ing well in the past year. Heavy 
buying of wheat and other grains 
by the government for shipment 
abroad, has lifted prices to record 
high levels since World War I. 
Moreover, the industry is now 
free of OPA restrictions and the 
regulations governing the flour 
milling extraction rate, permit- 
ting the expansion of profitable 
by-product feed sales. Thus the 
milling companies should report 
good earnings for the fiscal years 
ending May 31, 1947. 

The baking companies were able 
to obtain larger profit margins 
after the end of OPA, and share 
earnings jumped sharply. For ex- 
ample, Continental Baking re- 
ported $5.69 a share in 1946, com- 
pared with 65c in 1945, and earn- 
ings in the first thirteen weeks of 
1947 were 88c compared with 49c 
in the previous period. Ward made 
almost as good a showing, but the 
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showing of General and Purity 
was somewhat less favorable. 
While costs are rising this year, 
the price of bread has been raised 
1-2c a loaf in many areas. 

The big cracker companies— 
National Biscuit, United and Sun- 
shine—also showed substantial 
gains in 1946 and further gains in 
early 1947. But increases were 
not as remarkable as for the mak- 
ers of bread and cakes. 

The breakfast cereal companies 
have lagged behind the other 
groups, possibly because of con- 
servative bookkeeping and the 
traditional stability of this group. 

With dairy companies’ profits 
more dependent on prices than vol- 
ume, earnings increased moder- 
ately during the wartime period, 
but gained sharply last year with 
the lifting of price and rationing 
controls. Borden reported $4.64 
compared with $2.85 in the pre- 
vious year, and National Dairy 
$4.06 compared with $2.26. 

Average results for the cal- 
endar year 1947 may _ prove 
slightly disappointing compared 
with 1946. Much will depend on the 
year-end inventory position of the 
industry. 





As I See It 


(Continued from page 469) 

are thoroughly disillusioned with 
the nationalist party which num- 
bers among its leaders some of the 
most unscrupulous and irresponsi- 
ble charlatans who are using the 
present critical condition of this 
country to line their own pockets 
and to gain advantage in accord- 
ance with their ambition. It is an 
indictment of the human race that 
in these troublesome days men of 
honor and character are lacking to 
encourage and inspire a people 
that have suffered so grievously 
these many years. 

We could not have sent a better 
man than Lt. Gen. Albert C. Wede- 
meyer as an expression of our in- 
terest in the Chinese people. He is 
fully equipped mentally and emo- 
tionally to handle this situation 
and his recommendations would, 
without question, receive the sup- 
port of our government. A reor- 
ganization of the Chinese govern- 
ment and inflexible purpose alone 
can save that country. 

To survive, this vast population 
needs American industrialization, 
which can be extended to them un- 
der the Marshall plan. Here too, 
the Russians are seeking to pre- 
vent realization by organizing 





514 


chaos in China and by refusing to 
take part in the conference to con- 
clude the Japanese treaty, which 
would call for the evacuation of 
Russian troops from China. Russia 
questions our right to call this con- 
ference, because it interferes with 
her plans to dismember China and 
make that nation impotent. It 
would interfere, too, with her pos- 
session of strategic Darien, and 
possibly even her hold on the 
Kurile Islands, which she has al- 
ready annexed. 

Russia’s excuse is flimsy indeed, 
as the Japanese settlement was not 
included in the Yalta or Teheran 
agreements. Thus our government 
is in a position to ignore Russia’s 
demands in this matter and we 
will be obliged to do so, if we are 
to accomplish anything in China, 
a country of strategic importance 
to us. 

Thus far, our firm stand has 
served us well, and has made sub- 
stantial progress for us diplomati- 
cally despite the many obstacles— 
the counter-moves are always to be 
expected and we are prepared for 
them. Therefore, if we continue to 
press our advantage Russia will 
have to find a way to work with us 
and when this happens there will 
be enough prosperity for all—more 
than enough to satisfy the Russian 
people, too. 





New Vistas for 
American Enterprise 





(Continued from page 474) 


of 1947, and are estimated at $713 
million in the third quarter, 
against an average of $624 million 
in 1946 and only $287 million in 
1939. Commerce Department fig- 
ures for June expenditures for 
new construction were $1,062 mil- 
lions up 22% over June 1946. 

It is true that costs are very 
high, ranging up to 100% or 
more above prewar, and _ that 
there are still frequent interrup- 
tions. This has caused a scaling 
down of official forecasts for large 
gains over 1946. 

A brief reference may suffice as 
to other major industries. Retail 
and wholesale trade is still run- 
ning well ahead of last year in 
dollar volume, but most of the 
gain reflects merely the price rise. 

Railroads are continuing to 
handle a heavy volume of traf- 
fic but net earnings have im- 
proved little, despite increases in 
both freight and passenger rates, 
because of rising labor and fuel 





costs. Electric public utility sys- 
tems have advanced to new high 
levels in gross revenues but, due 
to the bulge in operating ex- 
penses, net earnings are lower. 

The sum-total of this high-vol- 
ume activity combined with the 
population growth, has resulted in 
the highest level of employment 
ever reached in this country, a 
June total of 60,055,000. 

Export trade, another basic 
factor at this time, has exerted a 
strong supporting influence both 
on our general economic activity, 
and on the commodity price level. 
Because of large government pur- 
chases for relief shipments, plus 
commercial exports paid for by 
drawing upon gold and dollar bal- 
ances built up here during the 
war, our foreign trade this year 
is badly out of balance, with an 
excess of exports over imports 
around $1 billion per month. 


Export Level Will Be 
Hard To Maintain 


This problem is not one to be 
dismissed lightly, nor is it simple 
even to analyze, yet certain fa- 
vorable aspects should not be 
overlooked. Dollar exchange hold- 
ings of some foreign countries will 
be replenished by the new Inter- 
national Bank, which is now op- 
erating and whose initial offering 
of $250 million in bonds (10-year 
214s and 25-year 3s) was over- 
subscribed. 

More dollars also may become 
available to foreign countries as 
a result of increased American 
imports of minerals and other in- 
dustrial raw materials to meet our 
record consumption and to stock- 
pile here for future needs and con- 
tingencies. 

Our present export boom, how- 
ever, together with the high level 
of domestic business activity and 
the advance in commodity prices, 
have maintained total national in- 
come around the highest level 
ever reached—an annual rate of 
above $175 billion, as shown in the 
chart. This compares with $165 
billion for the full year 1946,and 
contrasts with $71 billion in 1939, 
and $83 billion in the former peak 
year 1929. Thus during the first 
half year 1947, the income of the 
American people was larger than 
in the entire year 1929. 

Of interest is the following 
table compiled by the Twentieth 
Century Fund showing the distri- 
bution of consumer units by per- 
centage of all consumers accord- 
ing to the different consumer cash 
income brackets: 
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Geared To Today’s Markets 


For Protection — Income — Profit 


Short-Term Recommendations for Profit... Mainly 
common stocks but preferred stocks and bonds 
are included where outstanding price apprecio- 
tion is indicated. 


Low-Priced Opportunities . . . Securities in the low- 
priced brackets with the same qualifications for 
near-term profit. Average price under 10. 


Recommendations for Income and Profit .. . Com- 
mon stocks, preferred stocks and bonds... for the 
employment of your surplus funds and market 
profits. 


Low-Priced Situations for Capital Building .. . 
Common stocks in which you can place moderate 
sums for large percentage gains over the longer 
term. Average price under 20. 


Recommendations Analyzed . . . Pertinent details 
as to position and prospects are given on securities 
advised. 


When to Buy .. . and When to Sell . . . You are 
not only advised what to buy but when to buy and 
when to sell—when to be moderately or fully 
committed ... when to be liquid. 


Market Forecasts . . . Every week we review and 
torecast the market giving you our definite advice. 
Dow Theory Interpretations are included for com- 
parison. 


Telegraphic Service . . . If you desire we will wire 
you in anticipation of decisive turning points and 
market movements. 


Consultation by Wire and by Mail .. . To keep 
your portfolio on a sound basis, you may consult 
us on 12 securities at a time. 


Added Services... 


Business Service . . . Weekly review and forecast 
of vital happenings as they govern the outlook 
for business and individual industries. 


Washington Letter "*Ahead-of-the-news” 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 
and securities. 








Special Offer / 


MONTHS’ 
SERVICE $90 


MONTHS’ 
l service 979 uae 
Address 
Complete service will start at 
once but date from Sept. 15th. City 





I 
' THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose (J $50 for 6 months’ subscription; [) $75 for a year’s subscription. 


$1.00 six months; [) $2.00 
one year in U. S. and Canada. 

Special Delivery: ©) $3.50 six months; 
() $7.00 one year. 


Air Mail: 


(@@ Now Getting Underway 


L. our May 10th advertisement . . . we said: “We are getting closer 
and closer to a major market upturn . . . the outstanding buying oppor- 
tunities for 1947-48 are now developing.” 


Because the base then forming was in an embryo stage, it was too 
early to tell whether the anticipated advance would be an intermediate 
swing or the first phase of a new upward spiral. 


NOW it has become clearly evident that . . . spurred by inflation- 
ary trends . . . o major upturn has developed . . . and as the pur- 
chasing power of the dollar declines, it will bring a dynamic rise 
in security prices. 


Great selectivity will keynote the upmove. Just as various companies 
will forge ahead under the inflation impetus . . . others will be caught 
in the vise between rising costs and fixed selling prices—levels which 
cannot be raised without government approval or loss of markets. 
Proper timing, too, will be essential for heightened speculative tempo 
means greater velocity of movement. 


Forecast Service Can Now Be Worth 
Thousands of Dollars to You! 


For expert selection and timing, you can turn to The Forecast now and 

over the vital months ahead. You will have the assurance that you will 

be advised what and when to buy and when to sell . . . in specialized 

programs geared to your requirements . . . for gains on venture capital 
. for investment income and profit. 


We sincerely believe, in your interests, that it is a most opportune time 
for you to enroll so that we may serve you by: 


1. Appraising your present securities . . . advising you which are 
in the best position for coming markets. 


2. Sending you 8 Stocks for Dynamic Profits... 5 Special Low- 
Priced Situations . . . and our new selections as uncovered. 


3. Timing your buying and selling . . . tell you where the market 
stands now . . . and projecting turns through proven basic and 
technical barometers. 


You are invited to take advantage of our special enrollment offer which 
provides for a full month's service without charge. Mail the coupon 
below today . . . we look forward to serving you. 





FREE SERVICE TO SEPTEMBER 15, 1947 


— ee ee ee ee 
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(Service to start at once but date from September 15, 1947) 


SPECIAL MAIL SERVICE ON BULLETINS 

(0 Telegraph me collect in anticipation of 
important market turning points .. . 
when to buy and when to sell, 














State 





Subscriptions to The Forecast 


AUGUST 2, 1947 


Your subscription shall not be assigned at 
z any time witheut your consent. 
CREE ET. Nn ha re een nena 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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FIRTH CARPET 
COMPANY 


NEW YORK, N. Y. 


DIVIDEND NOTICE 


The Board of Directors has this day de- 
clared the regular quarterly dividend of 
$1.25 per share on the outstanding 5% 
Cumulative Preferred Stock, payable Sep- 
tember 2, 1947 to stockholders of record 
August 15, 1947. A dividend of twenty-five 
cents ($.25) and an extra dividend of five 
cents ($.05) per share has also been declared 
on the Common Stock payable September 
2, 1947 to stockholders of record August 15, 
1947. The transfer books will not close. 

Graham Hunter 
Treasurer 





July 25, 1947 


Following is a new series com- 
puted by the Department of Com- 
merce showing quarterly income 
trend for the years 1939-46, to 
which have been added unofficial 
estimates carrying forward the 
final 1946 quarter through the 
first half of 1947 on the basis of 
published reports of leading com- 
panies. 











Per Cent of Consumer Units 


Income Class 1935-36 1941 1950 
Under $500 Ss “36 “i 
$ 500 to $1000 28 18 16 
$1000 to $1500 20 16 14 
$1500 to $2000 11 15 13 
$2000 to $3000 10) “Zi 21 
$3000 to $5000 4 11 17 


$5000 or over 2 4 8 
Total Consumer 
Units 100 100 100 


As American business surveys 
the new vistas opening up for sale 
of its products, it can look ahead 
to arising per capita income which 
will, in the coming months and 
years, help to bring about higher 
living standards. It is revealing to 
note that consumers today are de- 
manding better quality, higher 
priced products so dollar volume 
may expand while quantity prod- 
uct sales decline. 

Heavy production of both raw 
materials and finished goods 
should be a constantly increasing 
restraint to any runaway advance 
in prices, while at the same time 
the high and inflexible costs of 
production are now quite gener- 
ally agreed as forestalling any 
substantial price reductions, ex- 
cept as they may be brought 
about gradually through the proc- 
ess of improving efficiency in man- 
ufacture and distribution. 


Credit trends today are neither 
inflationary nor deflationary. 
With the wartime increase in the 
total supply of money halted, the 
proceeds of more than $22 billion 
from the Victory Loan applied 
toward reduction of the public 
debt, the federal budget brought 
into a surplus balance for the 
first time since 1930, and the 
amount of currency in circula- 
tion now slightly lower than a 
year ago, over-expansion of credit 
—one of the prime conditions 
making for inflation—is no longer 
present. 
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Net Income After Taxes of All 
Active Corporations in the U. S. 
— Annual Rate by Quarters 


(In Billions of Dollars) 
First Second Third Fourth Full 
Year Quarter Quarter Quarter Quarter Year 
1939 $44 $47 $5.1 $58 $ 5.0 
1940 5.8 6.2 6.5 7.4 6.5 
1941 7.7 9.3 10.2 10.3 9.4 
1942 8.7 9.2 9.6 10.2 9.4 
1943 10.2 10.6 10.5 10.1 10.4 
1944 10.3 10.2 9.8 9.4 29 
1945 i. 11.2 8.1 §.3 8.9 
1946 9.1 11.5 13.5 16.1 12.5 
1947 16.0e 16.0e poe 


(e)—Unofficial estimate. 























While the excellent corporate 
earnings reported recently for the 
first half year 1947, and accom- 
panied by equally impressive 
totals for payments of wages and 
salaries, show what can be accom- 
plished by our economic system 
working at high speed, with free 
prices and without serious inter- 
ruption from strikes, investors 
should not be misled by the high 
percentage gains as compared 
with the curtailed first half of 
1946. If comparison is made with 
the second half of 1946, it will be 
found that in the case of most 
companies the gains are only mod- 
erate, and that in some cases cur- 
rent earnings are actually lower, 
due to costs having advanced 
more than selling prices. 

A general attitude of caution 
in the security markets undoubt- 
edly reflects the recognition that 
corporate profits have not lev- 
elled off. Last year they were 
swelled by fortuitious gains that 
will not be repeated, such as the 
jump in prices after OPA, inven- 
tory appreciation despite use of 
the “last-in, first-out” method of 
valuation, urgent demands re- 
gardless of price that have now 
largely been filled, heavy produc- 
tion to fill up distribution ‘pipe 
lines,” and the absence of keen 
competition now returning. 


Selective Trends Among Industries 
Radio sets and automobile tires 


are typical illustrations of what is 
happening in many other lines. 


Some food processing companies 
have been hit by buyer resistance 
to high grocery prices; many 
small lumber mills that sprang up 
during and after the war have 
been forced to liquidate; tremend- 
ous profits last year of motion pic- 
ture producers and theatres, and 
of liquor distillers have been cut. 


There is extreme unevenness, 
however, in these trends. Some 
woolen mills have become involved 
because of inability to sell their 
soft-woven goods, whereas large 
worsted mills are in the comfort- 
able position of making their own 
terms to buyers who mistakenly 
had held off for a price break. 
Farm machinery companies are 
busy supplying a vast accumu- 
lated demand from customers 
with plenty of money. Makers of 
labor-saving machinery for other 
lines are also busy, yet some ma- 
chine tool makers are having dif- 
ficulty in scaling down their war- 
time expansion in costs. Chemical 
and drug manufacturers, with low 
ratios of labor cost, should con- 
tinue to show high or increasing 
earnings so long as general busi- 
ness activity and national income 
hold around present peak levels. 


Automobile manufacturers, as 
well as parts and accessory com- 
panies, have had a sharp recov- 
ery in earnings over last year. 
Outlook for the oil companies is 
particularly promising in view of 
record-breaking consumption of 
gasoline, fuel oil and lubricants to- 
gether with the price rises. 


An uncertain or definitely un- 
promising outlook, on the other 
hand, is found for many compa- 
nies. The aircraft industry, as rep- 
resented by the larger companies 
shown in the accompanying table, 
is a good example. 


There was a wartime inflation 
in the combined sales of these 
seventeen companies from less 
than $300 million in 1939 to over 
$9 billion in 1944—or by more 
than thirty times. Between 1944 
and 1946, volume shrank back to 
$800 million or by 90%. Some of 
these companies undoubtedly will 
be able to maintain a substantial 
volume of postwar business turn- 
ing out transport, military, and 
private planes — and to make 
money. Others may be, and al- 
ready are being, forced to di- 
versify by the manufacture of 
other products in addition to, or 
in place of, aircraft, or to merge 
with other companies. 
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Time to Check On 


Your Current 


Investment Position! 


Without obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to their 
personal holdings and objectives. We shall quote 
an exact fee for annual supervision of your ac- 
count and tell you our qualifications for serving 
you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advantage 
of this invitation: 


From California—‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts —‘“Y our preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—"'! wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


From New York—"I am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I thank 
you. I had not contemplated that you would make 
such a really admirable report regarding my portfolio.” 
FL A. 


From Ohio—“Thank you for your immédiate reply, 
including a preliminary analysis of my portfolio. I 
can honestly say that I am impressed by this report.” 
D. BH: 


From Oklahoma—“Your Preliminary Analysis re. 
ceived and it seems to be what I am looking for. 1 
am going to take this service and I intend to follow 
it.” O. A. 

From Pennsylvania—‘Your Preliminary Analysis 
of my inventory of capital investments received. I wish 
to thank you for presenting it in such an excellent and 
comprehensive manner.” 


From Texas—‘I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T 


From Virginia —‘I am much impressed with your 
report which evidences that you have given thouglet 
and gone over my portfolio in a thorough and paims- 
taking manner which pleases me very much. I recognize 
the soundness of your reasoning and of the suggestions 
made.” F. W 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes, State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s manpower conditions it is not open to 
mere curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 
































Hs more than a mater of dolla and conte / 


We, in General Foods, believe that we have 3 ma- 
jor responsibilities—and they’re more than just a 
matter of dollars and cents: 


1 To provide jobs for people . . . for men and 
« 4vomen who believe in work, and who want a 
chance to build for the future. 


(More people worked at General Foods in 1946 at higher 
average wages and salaries than ever before.) 


To provide profits for people ...as a just 

* reward for the confidence and thrift of the 

men and women who invest their savings in our 
productiveness. 


(General Foods has paid 103 consecutive quarterly divi- 
dends. Today there are 67,000 stockholder-owners of General 


Foods, 78 per cent of whom own less than 50 shares of 
stock apiece.) 


To serve the people. To provide jobs and 

* profits, General Foods must first of all provide 
good products at fair prices for all the people. 
(In 1946, more American families used more General Foods 
products than in any year in our history.) 
That’s how we see our major responsibilities. And 
we will keep on doing our level best to meet these 
responsibilities well, and wisely. 


GENERAL FOODS 


250 PARK AVE., NEW YORK 17, N.Y. 








